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Full Employment 


ee employment has become a categorical imperative for all 

democratic governments. That is the legacy of the Great 
Depression. Fifteen years before the Charter of the United Nations 
was drawn up, it would have been inconceivable that any govern- 
ment—let alone all of them—should have been willing to accept an 
obligation “to take joint and separate action” to secure full employ- 
ment. Now even if this pledge were not down in black and white: 
no government, for purely domestic reasons, dare give even the 
appearance of indifference to full employment. Last year, the 
Secretary-General of the United Nations appointed a group of 
economic experts—drawn from the United States, Great Britain, 
France and Australia—to determine by what means governments 
could be recommended to set about redeeming their pledge, and 
their recently published report provides a useful opportunity for taking 
stock. We are all pledged to maintain full employment. But do we 
know how to go about it ? 


The first essential for the cure of any malady, physical, social or 
economic, is to have a clear diagnosis and understanding of its nature. 
The authors of the report have no doubts on this score. Though 
they recognise other causes of unemployment, they find the main 
cause of general depressions in a periodic lack of effective demand. 
And the main cause of this, in its turn, they find in a recurring 
tendency to divergence between the decisions of those individuals 
and organisations who do the community’s saving and the decisions 
of that other set of individuals and organisations who initiate its 
expenditure on capital and other durable goods. In short, their 
diagnosis is confidently Keynesian, and their remedies consequently 
all partake of the nature of devices for maintaining an even flow of 
effective monetary demand for current output. 


In this general approach the authors undoubtedly correctly repre- 
sent the majority opinion of economists (and of the informed public) 
in the free countries. It is as right and proper as it is inevitable that 
an international commission of economists should adopt a Keynesian 
approach to the problem of full employment. On the other hand, 
it is doubtful whether most economists would be quite so confident, 
not to say cocksure, about the complete and exclusive validity of their 
thesis. Keynes worked out his ideas, in the main, during the years 
of the Great Depression. Economists find them intellectually satis- 
fying ; but they would do well to remember that there has been no 
opportunity yet of discovering whether they really do work in practice, 
or of finding out what are the unexpected repercussions to which the 
Keynesian remedies may give rise, just-as some of the wonder-working 
new drugs are discovered to have reactions in practice that were never 
suspected in the laboratory. The economists may think they know 
how to prevent, or halt, a major depression. But they have no right 
to be sure until it has actually been done. Until then, these ideas 
remain in the blueprint stage. 
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There are, indeed, some doubts that even a convinced 
Keynesian can feel about such a rigid and exclusive 
presentation of the case as this report makes. In the first 
place, not all depressions are alike ; indeed, it could be 
said that no two arise in exactly the same way or take 
exactly the same course. The authors of the report make 
some acknowledgment of this variety of experience; but 
the main structure of their report is obviously directed 
to one sort of depression in one sort of country. Thus 
they make a lot of the necessity for the automatic incep- 
tion of a number of methods of stimulating effective 
demand as soon as rising unemployment gives an auto- 
matic danger signal. But what if the unemployment 1s 
due to the inability of an inflating country to pay for its 
necessary imports of raw materials ? To stimulate still 
more internal inflation in such a case would be the very 
reverse of the right policy. And if circumstances can 
alter cases, what becomes of the automatic policy ? 


* 


Or again, is it right to wave aside the possibility of 
depressions being caused by real distortions in a country’s 
economy—distortions either in its industrial structure or 
in its structure of wages, prices and costs—and to believe 
that, given the maintenance of effective demand, they 
will cure themselves ? Professor J. M. Clark contributes 
an addendum to the report in which he asks this question 
and points out that, for example, employment may some- 
times be increased by raising wage rates and sometimes 
by lowering them. His colleagues express general agree- 
ment with his note; but if so, they should have gone on 
to devote more than a dismissing sentence or two to 
meeting his point. 

Nor does the report fully meet another of the doubts 
that is widely felt about the practical consequences of 
Keynesian economics. It points out that “if labour 
unions, farmers’ groups, trade associations, cartels or 
business monopolies press for increased earnings in such 
a way as to produce a continuous upward pressure on 
prices ” the full employment policy will be ruined. But 
the only suggestion for dealing with the matter is to say 
that “ it might be necessary for governments, jointly with 
slabour unions and representatives of management, to 
take action so as to ensure that such wage increases as 
may be granted will not lead to an inflationary price 
spiral.” These are meaningiess words. Yet this may 
turn out to be the crucial weakness of the whole 
Keynesian structure. Given the political pressure on 
governments to adopt an extreme definition of “ full 
employment ” and thus to put all sellers, including the 
sellers of labour, into an impregnable bargaining posi- 
tion—given also the existence of Mr John L. Lewis— 
the pursuit of full employment is in danger of turning 
into the creation of permanent inflation. Experience 
suggests that, of the three objectives—full employment, 
stable prices and free collective bazgaining—it is possible 
to have any two, but not all three, certainly not in their 
full versions. Surely the choice that this imposes is one 
of the crucial central issues of employment policy which 


cannot be as easily dismissed as the report leaves the 
reader to suppose. 


Still another theoretical doubt that one cannot help 
feeling about the full employment policy as here pre- 
sented relates to the doctrine of compensating fluctua- 
tions. Private spending, and particularly private spending 
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on investment, should be stabilised as far as possible—so 
the argument runs—but if nevertheless it fluctuates, then 
the spending of the government and its agencies must 
be made to fluctuate equally and inversely. Conceived 
as a method of maintaining a steady flow of total effec- 
tive demand, this is obvious common sense. But in 
practice it means that resources rendered idle in one 
use are to be transferred to another, and then transferred 
back again when the depression is arrested. “ Resources ” 
mean men and women with votes. Is it likely to be very 
easy in practice? 


These are some of the doubts and hesitations that many 
people feel about swallowing the thesis whole. But to 
say this is not to imply that the report does not serve a 
useful purpose. On the contrary, since this is one of 
the problems that must be solved if the democratic 
world is to survive, it is all to the good that Uno 
is actively concerning itself with it. In particular, 
the authors deserve gratitude for their illuminating 
discussion of the ways in which effective demand 
can be maintained between nations. The task of the 
International Bank, as they see it, is to ensure a steady 
flow of international long-term investment, to lend such 
an amount, year by year, as will, together with private 
international lending, make up a stable total. The Bank 
could hardly do this and maintain its present commercial 
principles : profitable projects do not present themselves 
to the same total every year. But the economists are 
right in thinking that this is the contribution that long- 
term international lending can best make to full 
employment. 

For the International Monetary Fund, the report has 
most ambitious and ingenious proposals. When one 
country begins to suffer from unemployment (and the 
report clearly has the United States in mind), it cuts 
down its purchases from other countries. They, finding 
themselves short of dollars, cut down their purchases 
from America. So the spiral begins to turn. This could 
be prevented if other countries could go on buying from 
America even though American purchases of their goods 
were reduced. But for this they must have dollars. 
Therefore, says the report, let the United States make 
available, through the Fund, the dollars that other 
countries would have earned if there had been no reces- 
sion in the United States. Even as a theoretical con- 
ception, this needs thinking about ; but it is a new idea 
in what has hitherto been a rather barren field. 


x 


The next step for the United Nations should be to 
submit the report of the economists to a commission of 
practising politicians and administrators. For, as anyone 
knows who has had any contact with administration, the 
difficulty of knowing the right thing to do, and of 
giving a clear logical explanation of its rightness, is as 
nothing compared with the difficulty of getting it done. 
There is still a great deal to be done before the 
politicians, for all their abstract devotion to full employ- 
ment, are really ready to do, promptly and in sufficient 
measure, what the economists tell them to do—even if it 
be supposed that the economists are quite sure what they 
want to have done. It would be interesting to have an 
experienced Washington correspondent go through the 
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report, underline every sentence where governmental 
action is recommended, and give his down-to-earth 
opinion of the practical likelihood of that action being 
taken. The ingenious scheme for allowing other countries 
to have, in years of American recession, the dollars they 
would have earned if there had been no recession—to 
take one example—involves a commitment by Congress 
to appropriate the dollars, a commitment unlimited in 
time and amount. What are the prospects of selling 
this idea to practical American politicians ? 

Even in countries which more fully accept the pur- 
posive direction of their economies, there are still some 
practical political difficulties to overcome. The report 
makes the point that any full employment policy must, 
if it is to succeed, be capable of going into reverse when 
inflation threatens. It says that “‘ consumers’ expenditure 
can be raised or lowered by changes in taxes or in certain 
kinds of government expenditure.” The lowering of 
consumers’ expenditure by deliberate action is not a 
wholly impossible political action ; but it is certainly not 
an easy one. Again, is it safe to assume that the invest- 
ment policies of public corporations can easily be made 
to serve the purposes of a stabilising policy ? To take 
an imaginary instance: a period of full employment, 
bordering on inflation, is likely to be a time of heavy 
demand for electric power, and thus of urgent (apparent) 
need for heavy capital expenditure on extending 
generating capacity ; what happens if the head of the 
electricity authority is a strong personality with more 


Indonesian 


HE new Republic of Indonesia has a great oppor- 

tunity. It has come into being at a moment when the 
struggle between Communists and anti-Communist: in 
South-East Asia is just beginning in earnest, and when 
the world’s attention is focused on the whole region to 
a greater degree than at any time since the brief, unhappy 
period of Japanese advance in 1941. The Indonesian 
Republic is at present strongly anti-Communist in its 
social and political structure, the record of its leaders 
and its internal policies. And it may well be that, 
when the new state comes to formulate its external 
policy, it will not only throw its weight deliberately into 
the scales of anti-Communism, but will have a good deal 
of weight to throw, since its influence on the minds of 
surrounding Asian peoples is likely to be considerable. 
If this occurs, Indonesia is assured of a future in the full 
glare of world attention and with the hope of substantial 
western economic aid during the next few years. 

It is, however, by no means yet certain that Indonesian 
foreign policy will in fact be so decisively anti-Communist 
—in spite of the attitude already adopted, first by the 
former Republican government in jogjakarta towards 
the Indonesian Communist Party (PKI) and now by 
Djakarta towards both the Tan Malakka and Stalinist 
rebels in east and west Java. It was significant, for 
instance, that delegates from the Indonesian trade union 
Organisation, attended the recent crucial conference 
in Peking of the Communist-run World Federation 
of Trade Unions (WFTU). Admittedly this happened 
some weeks before the transfer of sovereignty by the 
Dutch, but the decision to participate in the Peking 
plot—at which a revolutionary programme for South-East 
Asia was drawn up—was taken by acclamation. This 
trade union organisation, moreover, still claims an active 
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powerful political connections than the economic fore- 
casters can command ? And what if the forecasters are 
wrong in their forecasts, as has been known to happen ? 

There is thus a long way still to go, in theory and 
in practice, before there can be any certainty that the 
pledge of full employment can be honoured. Perhaps 
the greatest present threat to it lies in the over-confidence 
of governments that they have mastered the trade cycle. 
Mr Truman thinks he halted the incipient American 
recession of a year ago ; but the promptness of private 
business in adjusting its prices was probably far more 
effective than any governmental action. Sir Stafford 
Cripps, in his devaluation broadcast, wondered how 
many of his listeners realised what “a hard and difficult 
struggle ” it had been for the Labour Government to 
maintain full employment since the war—when, of course, 
the only efforts that have in fact been needed have been 
to limit the effects of an inflation that they inherite< 
from the war. 


If the politicians think it is so easy, they may have 
surprises coming. It is undeniable that great advances 
have been made in the past decade in working out 
methods of combating unemployment and in securing 
general acceptance of them. But nobody can say how 
effective they are until they are put to the test. That 
day is surely coming, but it has not yet arrived. Until 
it does, economists might be recommended to approach 
the subject of full employment with a due meed of 
humility, and politicians of caution. 


Prospects 


membership of over 200,000, mostly in Java and Sumatra. 
At the same time, although it is still an obvious target for 
Communist influence and although it played a powerful, 
fellow-travelling role in the early days of the Republic, 
it is not now by any means a dominant voice at Djakarta. 
Indeed, there is good reason for hoping that the suc- 
cesses already obtained by the little group of four or five 
ruling statesmen will have given them considerabie 
freedom of political manceuvre at least during these first 
few formative months. They will need to consolidate 
the new state quickly, before repercussions are felt from 
the Chinese Communist victory ; these have so far been 
surprisingly slight in Indonesia. 

Throughout the final stages of settlement between 
the Dutch and the Indonesians, the example of India was 
much in the minds of both sides. The Indonesian 
leaders made a close and personal study of the way 
power had been transferred in India and of what hap- 
pened afterwards. But the present rulers of Indonesia 
might be making a dangerous mistake if they now con- 
tinued to follow India’s lead too far, and into the realms 
of foreign policy. For while India can possibly afford 
for a time to be anti-Communist at home but neutral 
abroad, Indonesia cannot. It is situated far nearer the 
new Chinese magnet, it has a Chinese minority of more 
than 1,500,000, and thanks to the chances of history and 
the Japanese occupation, it has reached power with an 
administrative machine much inferior to that of India. 
So different, in fact, is Indonesia’s position from India’s 
on the morrow of independence that, in spite of the 
legitimate optimism engendered by the achievement of 
peace and sovereignty during the past few months, there 
are even now several quite distinct guerrilla actions going 
on against the authority of Djakarta—those of the Dar 
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ul Islam religious movement, of the various mutually 
dissident Communists and of the buccaneering Dutch- 
man, Mr Westerling, in west Java, who has the sensa- 
tional occupation of a number of towns to his credit. 


Indonesia may some day rank with Communist China 
and democratic India as a major Asian power, a claimant 
for the support and loyalty of peoples in the little 
countries of South East Asia—Burma, Malaya, Siam and 
Indo-China—which between them have a smaller popu- 
lation (68 million) than the 76 million of Indonesia alone. 
Indeed, the first signs of Indonesia’s influence on fellow 
Malays may already be only just round the corner. But 
at present, the political character of the new state has yet 
to be tested under the strains of real independence ; 
its nature is still authoritarian and traditional rather than 
either democratic or Communist. The success of the 
Djakarta government, both in standing up for itself 
against Communists at home and in thus encouraging 
similar resilience among its neighbours, must in the first 
instance depend on the continued exercise of effective 
political control by its present rulers, as well as on the 
country’s full economic recovery. 


The one depends very largely on the other. There 
can be no economic recovery without the restoration of 
order and confidence ; indeed, the prime object of Mr 
Hatta’s government should be to make the country safe 
again. Equally, without economic progress Mr Hatta’s 
government is unlikely to thrive—or even survive—in 
the face of pressure from Moslem extremists on the one 
side and the left wing on the other. At present, the 
position is reasonably favourable. On the political side, 
the country is in the hands of the best caretaker govern- 
ment available, directed by President Soekarno and an 
inner group of four—the Premier, Mohammed Hatta, 
together with the Sultan of Jagjakarta, Anak Agung and 
Sultan Hamid. The only outstanding Indonesian 
personality not in the administration is Mr Sutan Sjahrir, 
the leader of the two year old Socialist party ; but he no 
longer opposes the policy of conciliation with the Dutch 
which led to The Hague conference. Instead, Mr 
Sjahrir now regards himself as the nucleus of a constitu- 
tional opposition. 

In Djakarta itself the atmosphere is one of cautious 
relief that the transfer of sovereignty has passed off so 
well ; and President Soekarno. has done much to strike a 
new and friendly note, for instance, by making speeches 
in Dutch. Hundreds of Dutch officials are co-operating 
loyally with Mr Hatta’s new government, which for its 
part, has shown a high sense of realism and statesmanship 
iN not proposing to hustle them out of their posts until 
Indonesians have been trained ; some of the govern- 
ment’s followers, however, are trying to accelerate the 
process in a rush for jobs for themselves. Theoretically, 
there will be elections for a constituent assembly within 
a year but in fact the delay will probably be longer. 
Although Indonesia is composed of several separate races 
and they have by no means dropped their individual 
nationalism, there is alr a tendency to recede from 
the excessive federalism which was inherited from the 
events of the past few years. In most parts of Indonesia, 
peace reigns ; real trouble is at present mainly confined 
to Java. 

No one could pretend that the future of Indonesia is 
assured ; it is most uncertain. But the objective, both 
for the Indonesians themselves and for their customers 
abroad is clear: to return as quickly as possible to prewar 





THE ECONOMIST, Jenuary 28, 1950 


ee as ie oe Before the war, thesc 
rich i produced 37 per cent of the world’s rubber, 
27 per cent of its copra, 25 cent of its palm oil, 
and 1§ per cent of its tin. then only produced 
3 per cent of the world’s oil, but Indonesian reserves are 
now reckoned about fifth in global importance. Among 
other commodities in universal demand, the territory also 
produces manganese, bauxite, copper, lead, thorium, 
sulphur, cocoa, asphalt, coal, iron, platinum, sago, 
camphor, silver and phosphates. Before the war, foreign 
investments were worth some £350 million, of which 
75 per cent was Dutch and much of the rest British and 
American. 

In the light of the fact that the struggle for indepen- 
dence has been going on all the time, Indonesian exports 
have made a brave showing in the last three years. But 
the figures apply mainly to the federal territories, 
formerly administered by the Dutch—of which the 
main areas are Borneo, Celebes and East Indonesia— 
not the Jogjakarta republic which was confined princi- 
pally to Java and parts of Sumatra ; comparison with 
1939 indicates how far there is still to go, if the new 
state is to exceed prewar performance and raise the 
standards of its people. The figures for 1949 should 
show an improvement over 1948, but they are not yet all 
available. Accordingly, some guide is provided by the 
total volume of exports up to and including 1948 ; in 
1940, they were 9,000,000 tons, in 1946 300,000, in 
1947 1,200,000 and in 1948 5,200,000 tons. On the 
prewar pattern of trade, 41 per cent of the export value 
came from estate agriculture, mostly rubber and sugar, 
30 per cent from petroleum and mining, and 25 per cent 
from native production of, for instance, rubber and 
vegetable oils. Latest available figures of annual pro- 
duction and export rates give an idea of the decline in 
various commodities. Copra exports have been running 
at 240,000 tons compared with a prewar 600,000 tons 
and palm oil at 40,000 against 200,000 tons. Tea pro- 
duction has been at 16,000 tons compared with 80,000, 
sugar at 150,000 against 1,700,000 tons, and coal and 
coke at §40,000 against 1,780,000 tons. 

The most crucial economic question for Indonesia is 
whether and how much American aid it will receive. 
At least $100 million is hoped for in the first year—Dr 
Djuanda, the Economic Minister, has already flown to 
America to ask for $500 million. And it is certainly in 
the direct interest of the United States not to stop the 
temporary flow of unearned dollars—hitherto channelled 
through the Netherlands’ Marshall aid—particularly at 
this moment when a new and precarious chapter has 
opened. But none of this should excuse the Indonesians 
themselves from putting all their strength and political 
good sense into the work of reviving a country which is 
now their own. Their problems are by no means insuper- 
able. They have a wealth of skilled and willing foreign 
experts to call on and have inherited some well-founded 
plans for long-term improvements to the Indonesian 
economy. The natural resources of their territory are 
much greater than elsewhere—it was the lure of the 
spice islands and the wealth of the fabulous East which 
over three hundred years ago first drew the Dutch, 
whom they have now supplanted. In fighting and 
negotiating for their independence, the Indonesians have 
shown a determination, courage and sagacity, which has 
impressed and indeed astonished many who had known 
them in previous years. Now, above all, is the time to 
reapply and develop those qualities to the full. 
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Making the Laws 


7% previous articles, which have dealt with the 
structure of the parties in the House of Commons 
and with the mechanism of cabinet government, have 
advanced the thesis that the Labour Government have 
not been revolutionaries but have merely extended and 
adapted the use of existing institutions. The same can 
be said of their effect on the procedures of legislation. 
A Government containing Sir Stafford Cripps, who 
before the war prophesied that a Labour Government 
could only force its programme through by suspending 
the ordinary constitutional safeguards, has in fact done 
little more than continue the age-old process of adapting 
the British constitution to the needs of the time. 


In a review of the changes in the machinery by which 
the House of Commons discharges its functions, the 
process of adaptation can be clearly seen. One of the 
first acts of the new Labour Government was to set up 
in August, 1945, a Select Committee on Procedure, At 
that time Mr Herbert Morrison stated formally what 
had long been the view of Labour theorists. ‘‘ Delegated 
legislation,” he said, “has increased, will increase, and 
ought to increase ”—thus inverting the words of Dun- 
ning’s famous resolution and converting what had long 
been considered an undesirable feature of modern 
parliamentary government into a declared aim of official 
policy. But the decision to revise the procedure of the 
House was less revolutionary than Mr Morrison’s words 
might suggest. It arose from an inquiry inspired by 
the Coalition Government, which had expressed con- 
cern over the amount of business which the House of 
Commons—and, indeed, Parliament as a whole—would 
have to cope with after the war. The scope of govern- 
mental activity and of parliamentary interest has grown 
so enormously that some changes in procedure would 
have been necessary, whatever the government in power. 

The main alterations in the procedure of the House of 
Commons, whether recommended by the committee, or 
put forward by the Government itself, were adopted 
as part of the Standing Orders of the House in 1947. 
They are of two kinds—devices for expediting the 
passage of legislation, and those for improving the 
discussion of policy and finance. The chief method for 
achieving the former was to increase the use of the 
Standing Committee system—that is to say to throw 


s 


more and more of the work of discussing the detailed 
provisions of a Parliamentary Bill into a small permanent 
group of members sitting “upstairs.” The limitation 
of Standing Committees to five had already been 
removed, the number of permanent members of each 
committee reduced from thirty to twenty, and the size 
of the quorum lowered. Under the new Standing 
Order the system known as the “ guillotine,” the setting 
of a time limit to the consideration of each section 
of a Bill, which has been used on the floor of the House 
since 1881, was made applicable to Standing Committees, 
a business sub-committee being empowered to draw up 
a time table for the business of the committee. As a 
result of this the “ guillotine” was applied to several 
nationalisation measures in Standing Committee, a 
constitutional precedent of great importance. 


Under the second head—the discussion of policy and 
finance—the new Standing Orders increased the number 
of supply days from twenty to twenty-six and simplified 
the rules governing them. This has not, in the event, 
led to an extension of the capacity of the House for 
general debate, since the increased time has been 
absorbed by the far wider range of subjects to be dis- 
cussed. There have been two further modifications in 
procedure as it affects the debating of policy. In the 
first place, the decision to consolidate the debate on the 
Budget resolutions has speeded up the yearly discussion 
on finance, or, rather, it has ended the duplication of 
debate on the financial resolutions and on the Finance 
Bill itself. In the second place, one of the perennial 
grounds of grievance—the tendency of a predominantly 
English assembly to neglect the affairs of Scotland—has 
been partially removed by widening the scope of the 
Scottish Grand Committee. Scottish Bills are now given 
a purely formal second reading in the House as a whole 
and the real debate takes place in the Scottish Grand 
Committee (to which all the members for Scottish con- 


stituencies belong) ; estimates relating to Scotland are 
also referred to it. 


An allocation of time for private members’ motions 
—one of the casualties of wartime—has not been re- 
stored, and facilities for private members’ Bills were not 
given until nearly the end of the Parliament. On the 
other hand, private members have gained from a prac- 
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tice of the war years which has been continued— 
that is, the half-hour debate on the motion to adjourn 
at the end of each night’s business. These adjournment 
debates often arise out of question time, and are perhaps 
best regarded as an extension of it, since they almost 
always consist of the airing of a grievance and the state- 
ment of the ministerial reply. 


This development is significant, for it illustrates a 
trend that goes back far beyond recent years, though it 
has recently been speeded up. It is not as a legislature, 
or even as a place where legislation is discussed, that 
Parliament is now most important. Most of the new 
law is made by the Government Departments under 
General Enabling Acts; and even when a project of 
law takes the form of a parliamentary Bill, important 
parts of it are either not discussed at all, or only in 
Committee, of which no effective report reaches the 
public. But as Parliament’s function as a legislature 
is weakened, its functions as a tribunal of review grow 
in importance. Question hour and the adjournment 
debate for details, supply days for principles, are now 
the times when Parliament’s main work is done. 


* 


From this point of view, it is particularly serious that 
no satisfactory method has been found by which Parlia- 
ment can discuss the affairs of the new public corpora- 
tions and nationalised industries. No uniform procedure 
has been followed in the answering of questions on these 
organisations ; the broad rule has emerged that a minister 
should not answer questions on matters of their day-to- 
day administration, but only on matters of major 
policy ; but this is a line that has proved difficult to 
draw in practice. There are annual debates on the reports 
and accounts of the boards and corporations, but these 
are issued only after a considerable lapse of time and 
there is no method by which Parliament can ascertain 
whether current policy is going astray. Some kind of 
Grand Committee for the nationalised industries could 
be evolved, but this method would have its own danger. 
The debates on the affairs of the Overseas Food Corpora- 
tion have revealed the extent to which it is possible to 
thwart parliamentary curiosity. There is a risk that, un- 
less some satisfactory basis for discussion can be worked 
out, the House will acquire a professional suspicion of 
the public corporations which will inevitably be reflected 
in the public attitude. 


‘Another and obvious constitutional development is the 
alteration in the relations between the House of Lords 
and the House of Commons. Not only has the veto 
period been formally reduced from two years to one, 
but, equally important, after nearly forty years of quies- 
cence, the House of Commons has again formally 
brought its overriding powers into use. But, quite apart 
from the enhanced reputation of the Upper House as a 
debating chamber, it has come to acquire a new import- 
ance as a revisory committee on the details of legislation. 
The Labour Government have made full use of its 
reserves of ability and leisure to improve legislation. 
This is one way in which the load of detailed work 
placed on the Standing Committees of the House of 
Commons and on the House itself has been transferred, 


* 


Rut to turn from the way in which Parliament has 
modified its procedure to the more fundamental question 
of the relations between the executive and the legisla- 
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ture is to find far less ground for satisfaction. It is very 
easy to place a wrong emphasis upon the growth of the 
executive power. But Bagehot and Dicey in another age, 
Lord Hewart and Mr C. K. Allen in our own, have in 
their turn pointed out the dangers of the growth of an 
irresponsible executive power masquerading under the 
guise of parliamentary government. And there is no 
doubt that in the past five years the Labour Party in 
office have shown not only no concern for this problem, 
but an obvious disregard for it. This is partly due to 
genuine conviction—to a knowledge that in the past the 
safeguards of liberty as expressed in constitutional forms 
have been used to obstruct social and economic progress. 


Whatever their origin there have been three develop- 
ments which give the students of English constitutional 
liberties cause for continuing anxiety. In the first 
place, there has been during the past five years a further 
and rapid extension of delegated legislative powers. In 
1948, for instance, Orders of different kinds were being 
issued at the rate of fifty-five a week, with more than 
three hundred officials in eighteen departments having 
power to sign them. (The situation has improved a little 
since then.) The complexities of these Orders and the 
delays in publishing them have been the subject of 
many questions in the House of Commons. But 
although parliamentary control over such delegated legis- 
lation has been redefined under the Statutory Instruments 
Act of 1948, the means by which Parliament can exercise 
an effective control over delegated legislation are still 
inadequate. * 


The second development is the further growth of 
the droit administratif, based on the presumption that 
the interests of the state are superior to those of the 
citizens, and that the actions of officials are not to be 
judged in accordance with the ordinary law of the land. 
This is exemplified in the National Health Service Act 
of 1946 under which a doctor has no appeal to the couris 
if he is dismissed from the health service. It can be seen 
in the continuation of the wartime tribunals under the 
Agriculture Act of 1947, instead of permitting disputes 
between farmers and the county agricultural com- 
mittees to be heard in the courts. It is present in the 
action of the War Office with regard to the requisitioning 
of land for training, and it is most clearly exemplified 
in the machinery of town and country planning. In a 
whole mass of modern legislation, the aggrieved citizen 
—and he may be aggrieved to the extent of losing his 


property or his livelihood—has no appeal but from one 
official to another. 


The third fact which has caused considerable un- 
easiness is the continued existence of the Supplies and 
Services Act which has perpetuated the bulk of the war- 
time defence regulations. It was passed for five years in 
1945 and was amended in wide and vague terms in 1947, 
apparently for the sole purpose of raising public morale 
during the convertibility crisis of that summer. It is the 
declared intention of the Labour party to continue the 
substance of its provisions if they are re-elected. It 
remains as a dangerous reserve of irresponsible power, 
and a constant source of temptation to ministers. 

* 


The most striking single fact that emerges from a 
retrospective glance at the activities of the last parlia- 
ment is that there has been much less alteration to the 
fundamental structure of politics and government than 
might have been expected when the Labour party was 
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swept into office. As far as the machinery of government 
and of the constitution is concerned, it is fairly clear 
why the Labour party did not have to adopt the revolu- 
tionary measures which they had propounded during the 
thirties. The increase in the power and the scope of 
government had already, under the stress of the war, 
been undertaken for them, and it was merely necessary 
to carry on the bulk of the wartime legislation and 
methods into the era of reconstruction. It remains to be 
seen to what extent the Conservative party, when in 
office, could, in fact, simplify the processes of govern- 


Personal Incomes—lIl 


Changes 


AGE records in most industries go back over many 
years. As with nearly all such information, how- 
ever, comparison becomes less exact the longer the period 
over which it is made. This article discusses some of the 
changes in wages over the last thirty-five years and more 


particularly since 1938. Figures are given with apparent. 


precision because it would be monotonous to prefix each 
with the word “ about,” but that is the sense in which 
they should be read. For even the most up-to-date statis- 
tics about wages do not claim to be comprehensive— 
and yet they are a considerable improvement on some of 
the earlier on-~ with which they are compared. 


At the outset, it is important to distinguish between 
wage-earnings and wage-rates. Wage-carnings measure 
the size of the actual pay packet—“ take home pay,” as 
the Americans call it—while wage-rates are the recog- 
nised standard rates of pay in certain trades which are 
fixed by collective agreements or statutory orders. A 
wage-rate may be the price paid for an hour’s work or 
for a certain output, but in Britain it is usually taken to 
be the rate of payment for a week of normal working 
hours—that is, the number of hours beyond which over- 


time rates are payable. On this basis, movements in the 


average level of weekly wage-rates are expressed as an 
index number showing the percentage changes since a 
certain date. In industries where there is much piece 
work, the movement of piece rates of wages is also taken 
into account. The resulting irdex number is often in- 
correctly believed to show differences in the actual wages 
being paid. It does not do this. In fact, it measures a 
somewhat hypothetical quantity because it does not take 
into account any redistribution of the labour force since 
the year on which the index is based. Consequently, 
earnings and rates of pay may diverge quite considerably, 
and have, indeed, done so in the last ten years. 


A table in the previous article in this series showed 
that in April, 1949, the average earnings of all manual 
workers in the principal industries (excluding agriculture, 
coal-mining and railways) were 124 per cent higher than 
in 1938. In these same industries, the corresponding rise 
in wage-rates was only 73 per cent. Not all of this 
divergence occurred in the war period. In the two years 
from April, 1947, wage-rates rose by 8 per cent and 
earnings by 15 per cent. Overtime pay and bonuses 
account for some of the gap between the two series of 
figures, but probably most of it is due to a combination 
of such factors as the movement into higher-paid occu- 
pations, the up-grading of workers within industries, 
changes in the relative proportions of men and women 
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ment and extend the areas of individual liberty—in the 
past, it has shown scant respect for the principle of 
parliamentary control. It remains to be seen whether ‘a 
Labour party returned to office would feel sufficiently 
secure to remove the more objectionable and totalitarian 
measures still on the statute book. They might both 
recall Bagehot’s words, “The characteristic danger of 
great nations, like the Romans or the English, which have 
a long history of continuous creation, is that they may 
at last fail from not comprehending the great institutions 
which they have created.” 


in Wages 


and of the numbers on time and piece rates. Also, a 
higher output from piece workers would raise their 
earnings but not affect the measure of wage-rates. 

The trends of wage-rates and wage-earnings can be 
traced over a longer period than the last ten years, 
although with less certainty that like is being compared 
with like. Information about earnings before 1938 is 
mainly limited to that collected at the Censuses of Pro- 
duction. For wage-rates, there are two well-established 
index numbers—one compiled by the Ministry of 
Labour and the other by Sir Arthur Bowley, which 
is published by the London and Cambridge Eccs:omic 
Service. The difference between the two index 
numbers shown in Table I is surprising only in 
that it is not greater. For not only do the two series differ 
in scope and construction, but there have been alterations 
within the same series. For instance, the official index 
published at the present time started in 1947 on a revised 
basis and the link with the earlier estimates can only be 
approximate. 

Table I shows that, ten years from the outbreak of 
each world war, the level of wage-rates had risen rela- 
tively about the same extent. However, the movement 
within each decade was very different. Wage-rates—and 
prices—rose very sharply until 1920: but then declined ; 


ae i Senttes W Wier Ge tan en 
(Indices, 1938=100) 
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1914 | 1924 | 1938 | 1948 | 1949 
Weekly Money 
Wages :— 
Wage-rates :— 
Min. of Labour 55 95 100 178 182 
LES. sisted 51 96 100 188 193 
Earnings :— 
Spaced 46 87 100 194 203 
All workers... 48 92 100 214 224 
Cost of Living :— 
Retail prices.... 64 112 100 173 178 
Money Wages ad- | 
-gusted by Cost 
of Living :— 
Wage-rates :— 
Min. of Labour 86 85 100 103 103 
TEES. OH 78 86 100 109 109 
Earnings :— 
Men iis. 72 78 100 112 115 
All workers... 75 82 100 | #124 127 


( 


The cost of living index is the one published by the London and Cam- 
bridge Economic Service. It consists of the Ministry of Labour working- 
class cost of living up to 1938 and simce then LCES estimates based on 
consumption prices given in National Income White Paper. Earnings 


are at a particular date each year; other figures are mainly annual 
averages. 
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today they are higher than at any time in the last ten 
years. “Real” wage earnings—that is, money earnings 
after deflation by retail prices—seem to have been gain- 
ing fairly steadily over the last thirty-five years. The 
wage-earner’s power to buy goods increased some 10 per 
cent from 1914 to 1924, some 20 per cent from 1924 to 
1938, and a further 27 per cent from 1938 to 1947. 
These figures are for the average wage-earner at work, 
no account being taken of unemployment or of changes in 
the balance of men, women and juveniles. Nor has any 
deduction been made for taxes. 


How did the relative fortunes of men and women 
fare in this period ? In the larger part of the industrial 


_field, the jobs being done by men and women are very 


> 


different, but. there is an overlap in certain industries, 
notably cotton weaving, clothing and certain sections of 
engineering. Equal time-rates for both sexes occur very 
rarely—if ever—and where piece rates are in force, they 
nearly always result in lower payment for women. But 
the relation between men’s and women’s earnings is 
changing. Between 1914 and 1924, average weekly earn- 
ings of men increased by 91 per cent and of women by 
112 per cent. Table II shows what happened in the 
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Men Women Youths All 

Date (21 Years|(18 Years; and Girls Workers 

and ~—— a Boys 

s. d. s. d. s. d. s. d. s. d. 

Oct, 39583 vi 5-08 69 0 32 6 26 1 18 6 53 3 
July, BOSS. «252% 121 3 62 2 47 2 33 10 93 7 
April, 1949....... 139 11 7s 58 6 50 3 {119 4 

. Percentage Increase since October, 1938 

July, .1943...... 76 91 81 83 76 
JT, BOM- wa 88 80 | 98 81 89 82 
July, 1945....... | 76 94 74 90 80 
eS eS |” eee 75 101 78 109 90 
April, 1947....... | 79 107 81 117 94 
April, 1948....... | 94 124 119 161 114 
April, 1949....... 103 137 124 173 124 


' 


second world war and following it. Again, earnings of 
women went up proportionately more than those of men. 
So did those of juveniles. Between 1938 and 1949, the 
proportion of a woman’s average weekly earnings to 
a man’s average weekly earnings rose from 47 to 55 
per cent. On the same basis the proportion of youths’ and 
boys’ earnings increased from 38 to 42 per cent and girls’ 
from 27 to 36: per cent. Because of the longer hours 
worked by men, the ratio between hourly earnings is not 
the same. Both men and women are now working less 
hours than before the war. The hours worked by 
those women returning particulars of their carnings 
averaged 41.8 a week in April, 1949, compared with 43.5 
in October, 1938 ; the corresponding hours for men were 
46.6 a week in 1949 and 47.7 in 1938. The average 
hourly earnings of women in April, 1949, were 62 per 
cent of men’s compared with §2 per cent in 1938. 
Shortage of labour obviously puts a premium during 
wartime on the services of women and girls, but the 
trend towards more equal pay has continued since 1945. 


It is not quite so easy to determine what has been 
happening to wages in different trades. Owing to a 
change in industrial classifications of firms, earnings in 
various industries cannot be compared with prewar 
figures at a date later than April, 1948. In the range 
of industries covered by the special inquiries into earn- 
ings, the two industrial groups in which men’s earnings 
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had shown the biggest increases since before the war 
were textiles (121 per cent) and iron and stone mining 
and quarrying (118 per cent); the two lowest were 
Government industrial establishments (66 per cent) and 
paper and printing (71 per cent). For women, the largest 
increases were in transport and storage, excluding rail- 
ways (178 per cent) and bricks, pottery and glass (151 
per cent); the two lowest were Government industrial 
establishments (77 per cent) and leather and fur (104 
per cent). These percentage changes show (with’a few 
exceptions) that the lowest-paid trades of before the war 
have had the biggest increases—that is, that a levelling- 
up process has been going on. But there are still large 
differences in actual earnings. Some of the largest pay 








TABLE III—CHANGES IN WEEKLY WaAGE-Rates, 1914 — 1949 
(LCES Index re-written with different base years as 100) 
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Pomgeet lat At | at 
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CORR, sia snip <a ye 04s tnd Rees | 137 | 109 285 | 311 
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ie Pen braves it } 228 
Confectionery... vs o<sesnciss | we 4 228 | 244 
ee g and shirts ........ | | 115 208 239 

iii. ceri es ds 1066 «=| -205 217 
sa a ek sn a iach cities 182 87 | 188 164 
Bricklayers’ labourers. ...... 192 98 187} 184 
Shipbuilders ............... ak 112 180 202 
Local authorities ......,.... nab 103 177 182 
Engineers’ labourers ........ 177 127 176 224 
EACMIB YONG 0 660K 66555 76% 0 6 172 984 173 170 
cain ge gal TEE 204 -. | te 163 
Compositors hosumpent baien a 213 | 360 163 163 

CRU pe ccc eee wes cscccec sé wee i 
Engineers’ fitters... ........ 146 | 119 | 158 188 
LAST GVOTE n5.0-6 > 00 vais aoe | wr ey 155} 163 
Dock labourers............. | 200 108 | 145 157 
Fee. Sh. Sib. clk si ae 100 | #137 | 137 
Weighted average .......... | JTit 106 191. | 202 
Retail prices.......s..s00-- > ob bo180 of lagie FC yer” 
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* Earnings per shift. t+ This differs from the figure shown in JTable 
which is adjusted to correspond more closely with the later estiniates. 
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packets for both men and women in April, 1949, were 
received by those employed in the manufacture of motor 
vehicles and cycles. For men in this industry average 
weekly earnings were 170s, and for women 97s. _Statis- 
tics provided by the National Coal Board and the National 
Dock Labour Board (which are excluded from the 
Ministry of Labour’s survey and, therefore, from the 
average figures quoted above and in Tables I and II) 
showed that in April, 1949, the weekly cash earnings for 








Taste IV—SKILLED AND UNSKILLED WaGE-RATES 


Labourer’s Minimum Wage Rate 


: as Percentage of Skilled Rate 
Skilled Occupation eve : . 





1914 | 1924 1839 | 1949 
eipistum teh Reked oth Seed Seer te es 
; Per cent | Per cent | Per cent | Per cent 
Fitter and turner .......... 59 71 75 86 
SRAWTIGNE. ise es eee es 55 69 72 83 
ERROR iibalg MES SLES. 71 75 75 80 


Engine driver.............. 67 75 72 838 


men in coal mining averaged 167s. and for all classes of 
dock labour 173s. 9d. ; in April, 1938, men’s earnings in 
coal mining averaged 58s. 8d. The highest earnings for 
women recorded in the Ministry’s survey were 108s. 
a week in the tramway and omnibus service. Towards 
the lower end of the scale, weekly earnings in national 
and local government service averaged 115s. 8d. for men 
and 69s. 3d. for women. 
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Too much should not be read into the differences in 
average earnings in industry since there are wide varia- 
tions in the proportions of skilled and unskilled labour. 
Some further information—this time about wage-rates 
and going back as far as 1914—has been provided by 
Sir Arthur Bowley and some of his estimates are shown 
in Table III. In the decade from 1914, dock-labourers 
doubled their wage-rates but coal miners’ increased by 
little more than one-third. In the last ten years, the 
highest increases have been for coal and agriculture. The 
divergence between industries appears to have been even 
more marked in the second world war than in the first 
—although the wider scope of the statistics today may 
have something to do with this. 


Two results of Table III are of particular interest— 
those showing that bricklayers’ and engineers’ labourers 
have had relatively higher increases than the skilled men 
in the same trade. Table IV shows this even more clearly. 
In both war periods, unskilled labour gained on skilled. 
This has sometimes been brought about by all grades 
receiving the same cost-of-living bonus, this raising the 
lower rates in greater proportion than the higher ones. 


The last table in this article compares some wage statis- 
tics in different countries. Direct comparison between 
countries should be made with caution since the scope of 
the statistics varies. For instance, the cost of living index 
used to deflate earnings in the United States is a con- 
sumers’ price index for moderate-income families in large 
cities ; for the United Kingdom it is the working-class 
index estimated by the London and Cambridge Economic 
Service. Nevertheless, it is felt that the figures are suffi- 
ciently interesting to be worth publishing. Because the 
working week has lengthened in the past ten years in 
the United States but shortened in Britain, comparison 
of weekly earnings would put the “real” earnings of 
the United States at about 46 per cent above 1938 as 


NOTES OF 


The Conservatives’ Kick Off 


The only important contributions to the development 
of the general election campaign during the past week have 
been Mr Churchill’s broadcast last Saturday and the issue on 
Wednesday of the Conservative manifesto “This is the 
Road.” With the Gallup poll recording a decline in the 
electorate’s preference for the Conservative over the Labour 
party from ten per cent in November to two and a half per 
cent in mid-January, it is obvious that the Conservatives must 
move very warily. The need for caution was evident in Mr 
Churchill’s broadcast which—by Churchillian standards 
only—was a restrained and even rather bloodless affair. This, 
perhaps, was also due to the fact that he was speaking 
primarily of home and economic affairs, an area of policy 
in which Mr Churchill’s simple moral judgments and strategic 
flair cannot be given full rein. 


But if Mr Churchill has not provided the key to an up- 
surge of confidence in the Conservative party, there is no 
doubt that “ This is the Road ” contains some shrewd bait for 
the voters. It is longer than the Labour party’s equivalent 
manifesto, but it is couched in much more specific terms— 
at least as far as promises to the electorate are concerned. 
Taken in their order of appearance, the following sections of 
the community are to benefit in one way or another from 
a Conservative government—the taxpayer in general, women 
civil servants suffering from the disability of unequal pay, 
tram and omnibus owners, road hauliers, air charter com- 
panies, private commodity traders and the Liverpool Cotton 
Exchange, trades unions suffering under the wage stabilisation 
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compared with 27 per cent in this country. For countries 
where skilled and unskilled earnings are distinguished, 
the same relative rise in unskilled earnings can be gene- 
rally observed as occurred in Britain. 


TABLE V—WaAGE-EARNINGS IN MANUFACTURING IN VARIOUS 
COUNTRIES 
(Indices : Prewar ; 1938 or 1939= 100) 


Index of 


| Earnings 
Index of | omen 
. ae A ee z Earnings | by Cost 
Country |Postwar Date) Scope of Index | (Prewar | of Lavide 
=100) | (Prewar 
= 100) 
Hourly Earnings 
Germany,Bizone | June, 1949 | All workers 150 | 94 
| Men 16d] 95 
Women 164 103 
Netherlands ... | Nov., 1948 | Skilled men 193 92 
| Unskilied men | 222 106 
Sweden.......5 1948 | All workers 190 | 124 
Switzerland ... | Oct.,1948 | Allworkers | 201 124 
| Skilled men | 1803 111 
{  Unskilled men | 196 | 121 
i | Women 221} 136 
SM gos sd | Apr., 1949 | All workers | 932 133 
| | Men jcc) SOP ae 
U.S.A. ........ | Nov., 1949 | All workers | 222 | 133 
Daily Earnings | 

{ 4 


France ..:.....| 1948 | Allworkers | — 1,810 





This lowering of differentials between skilled and un- 
skilled labour is an important movement in the wages 
structure, and was given a sharp impetus by the second 
world war. Whether or not the tendency is to be en- 
couraged is one of the problems which wage policy 


must decide—but which is outside the scope of these 
articles, 


THE WEEK 


policy, the white fish industry, market gardeners, hill farmers, 
smaliholders, those without houses or the means to buy them, 
pensioners, the Scots, and the Welsh. There is something 
in the Conservative programme to please almost everyone, and 
something tangible and definite at that. If the Conservative 
leaders are really set on outbidding their opponents for 
leadership of the welfare state, they have certainly made a 
thorough job of it. 


* * * 


New Title Home and Away 


There is no doubt that many of the groups in the com- 
munity whom the Conservatives are out to help are worthy 
of succour or will contribute to increased economic efficiency. 
There is also no doubt that “This is the Road” far out- 
strips its Labour counterpart in realism, since it makes no 
secret of the extent of Britain’s dependence on American 
charity or of the grimness of the position when Marshall Aid 
comes to an end. But it is the paragraphs dealing with the 
means by which the Conservatives hope to extend these 
increased benefits to deserving groups of the nation while 
lowering taxation and saving the economic stability of the 
country that are most equivocal. The pamphlet suggests 
economies of between one-tenth and one-twentieth of the 
government expenditure—that is of between £165 and £330 
million. As a leading article in the Manchester Guardian of 
Wednesday pointed out, this could either be used to reduce 
taxation or to shore up the economic stability of the country, 
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but not for both purposes. In any case the pamphlet is vague 
in the extreme in suggesting how such economies would be 
achieved. It is true that it faces the issue of food subsidies, 
pointing out that it is the weak, not the weak and the strong 
indiscriminately, who should be protected. But the rest 
of its economies consist of vague proposals “to reduce the 
cost to the taxpayer by the wise buying of food ” (a hint that 
there would still be some expenditure on subsidies) and still 
vaguer proposals for economies in the administrative costs 
of government. Despite its bold wording there is little hint 
of a consistent and effective policy behind the manifesto. 


* 


What the Conservatives have to say about foreign policy 
is a little more lengthy and a little less cryptic than the 
Labour declarations on the subject, but not much. The 
main emphasis is on promoting the unity, welfare and 
strength of the Commonwealth, and there are ambitious hints 
of a “permanent civil liaison staff” and of a “common 
advisory defence council and a combined staff.” These are 
noticeably more specific than what is said about European 
union and the relations to be established with Britain’s 
Continental neighbours. “Closer unity” is the aim to be 
pursued “hand in hand with France and other friendly 
powers,” a definition identical with that often used by Mr 
Bevin. The question is—who does the pulling ? Judging 
by the public utterances of the two statesmen, one might 
expect Mr Churchill to outbid Mr Bevin with some hint 
of the measures of unification he has in mind. 


What is refreshing is the promise—obviously inserted by 
Mr Churchill himself—that the Conservatives “are not 
prepared to regard those ancient states and nations which 
have already fallen beneath the Soviet yoke as lost for ever.” 


Taken together, the two policy manifestoes should make it 
clear to friend and foe abroad that foreign affairs will play a 
minor part in the election—unless some remarkably disturb- 
ing or comforting news comes in the next month—and that, 
whoever wins, the broad lines of British policy will remain 
what they have been since the summer of 1947. 


* a7 x 
Reluctant Campaigners 


With the manifestoes of the two main parties now 
launched upon the public, it might be supposed that there 
would be signs of quickening political activity in the con- 
stituencies. But a study of the provincial press shows that 
apart from a number of adoption meetings the amount of 
organised campaigning is still very small. The reason ‘s 
probably not very far to seek—the hare started by Mr 
Morrison and Sir Hartley Shawcross about the possibility 
of charging the expenses of the anti-nationalisation campaign 
to election expenses has run further and faster than they 
had ever dared to hope. The Conservative organisation in 
the constituencies employs a large proportion of salaried 
workers and is paying rent for a number of expensive com- 
mittee rooms, halls, and so forth. All these are, on a cautious 
interpretation of the electoral law, chargeable to a candidate’s 
election expenses once he—as opposed to his organisation— 
begins directly to solicit votes. For this reason the Con- 
servative headquarters have ordered a period of quiescence 
until such time as the expenses of the constituency organisa- 
tion and the candidate’s propaganda can be charged to his 
budget without overstepping the statutory limit. Like all 
hares, this argument goes in a circle and has also affected 


the Labour Party’s tactics, although probably not to the 
same degree. 


The only national campaign during the week—apart from 
a row between Mr Strachey and the Daily Express over the 
rations of the west Germans in which both se joyously 
over-simplified a very complex argument—has a grace- 
fully conducted argument between Mr Churchill and the 
Liberal Party over the designation of certain Conservative 
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candidates as “ Conservative and Liberal ” or “ Liberal-Con- 
servative.” The Liberals, so far from being flattered by the 
Tory desires to steal their clothes, are obviously worried by 
this appellation ; politics at the constituency level are con- 
ceived in very simple terms and the shy voter can be put off 
completely by competing claims to orthodoxy. The Tories’ 
action will not command respect even among their own fo!- 
lowers, but the Liberal Party cannot patent its own name. It 
is to be hoped therefore that when its manifesto is publisheq 
next week its programme will stand out in such sharp distinc- 


tion to the Tory manifesto as to eliminate any risk of confu- 
sion. 


*x * * 


Changes in the Cold War ? 


When a sudden landslide occurs, there follows a period 
during which the surrounding landscape becomes suddenly 
unrecognisable. Familiar landmarks disappear and topo- 
graphical surprises await those who believed they knew the 
earlier scene. It begins to look as though such a situation 
has arisen in the international field after the tremendous land- 
slide of the Communist victory in China. Together with the 
realisation that Russia now possesses the atomic secret, the 
Communist triumph has changed the landscape of the cold 
war, yet nobody quite knows so far what the changes mean, 
or what their implications will be. 


For the last ten days, it would seem that the Russians are 
a little “‘ dizzy through success,” as they tend to be after any 
major achievement. In the west certainly, they have been 
throwing their weight about. The evidence of Communist 
sabotage of the transport system and of national defence in 
France has been sufficient for the President of the Republic 
to ask that it be made a national issue. It was on his initiative 
that Communist strikes are being considered as a breach 
of the constitution. In Berlin, the Russians have half imposed 
and half removed a ban on transport, and the western autho- 
rities are left in doubt whether or not a new phase of the 
blockade is intended. In the United Nations, the withdrawal 
of Soviet and satellite delegates from the various committees 
and commissions has been rounded off by the Russian with- 
drawal from the Atomic Energy Commission, and while Mr 
Chou En-lai sends rude demands for admission from China, 


Mr Vyshinsky sends vituperative attacks on American power 
politics from Moscow. 


A year ago, it would have been easy to lump all these 
events together and proclaim an intensification of the cold 
war, but the change in international topography brought 
about by the debacle in China makes such a diagnosis more 
doubtful. The reaction in the United States at least has been 
an attempt to shift the emphasis from Communism on to the 
problems created by Russian expansion (an article analysing 
Mr Acheson’s recent speech on foreign policy in this sense 
is to be found on page 199). The response in Congress has 
been to deny funds to Korea. Influential statesmen and 
scientists are reported to be in favour of a new initiative on the 
problem of atomic energy and one or two influential publicists 
have returned to the notion that the only method of dealing 
with Germany and Japan is, in agreement with the Soviet 
Union, to impose neutrality on them. From so confused a 
chronicle of the week’s events, it is hard to draw any conclu- 
sion save that Russian action and American reaction have 


ceased to be as automatic as some of the supporters of the 
cold war would wish. 


x x * 


China and its Neighbours 


The conversations in Moscow between the Soviet Gov- 
ernment and the Prime Minister of Communist China (who 
has now been joined by the Foreign Minister, Mr Chou 
En-lai) have already been drawn out to such an extraordinary 
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length of time that the outside world can scarcely be blamed 
for supposing that there have been difficulties in the way of 
agreement. The State Department apparently takes the 
view that the Chinese have been resisting Russian demands 
for economic and political control in the northern borderlands 
of China (or have even been trying to obtain modifications of 
the rights Russia has already gained in those regions) and has 
contributed to the discussion by releasing information it 
possesses with regard to Russian penetration. It cannot be 
said that the disclosures add much to what is already known 
by anyone who has followed with care the course of events 
in Manchuria, Mongolia and Sinkiang, but the facts are now 
officially put on record—which may be helpful to the Ameri- 
can public in getting a clear view of the Far Eastern situation, 
but is likely to be embarrassing to the State Department if 
later on it wishes to reverse the present policy of non-recogni- 
tion of the Peking Government. The State Department 
seems to be trying to emphasise Sino-Russian conflict and 
to build up for America a diplomatic position as champion 
of China’s independence against Russian encroachments, but 
in doing so it cannot help giving publicity to the degree of 
subservience to Russia already shown by the Chinese Com- 
munists—which plays into the hands of the Administration’s 
critics, and also of the Chinese Nationalist delegation to Uno 
in its case against Russia. It will certainly be difficult for 
Mr Acheson to publish in Washington evidence of Russian 
intervention in China and at the same time to join in soft- 
pedalling a Uno investigation of Chinese Nationalist allega- 
tions to the same effect or to consent to Chinese Communist 
representation on Uno organs. The prospects of a con- 
vergence of British and American policies with regard to 
Communist China thus appear to be getting more remote, as 
the United States is drifting into a position from which it 
will be almost impossible to withdraw without grave loss of 
prestige. 
* 

It is certainly to Russia’s interest that China’s relations with 
some western nations should be as bad as possible and also 
that the western nations should be divided in this field of 
policy. Having obtained British recognition, the Peking 
Government has made two moves which appear deliberately 
designed to avert recognition from the other two principal 
western powers—the seizure of American and French consu- 
lar property in Peking (which has led to the recall of all 
American consuls from China) and the recognition of Ho 
Chi-minh’s administration as the legal government of Viet- 
nam while the Assembly in Paris is still debating ratification 
of the agreement made with the rival government of Bao 
Dai. The recognition of Ho Chi-minh may be presumed 
to imply active assistance for his regime from China, which 
will be, as far as China is concerned, aid to a friendly and 
legitimate government ; that this means an open challenge 
to France evidently does not deter the Chinese Communists 
who are full of confidence in their own strength after all their 
victories. For France the situation is one of increasing 
gravity. 

* * * 


Economic Progress in Europe 


A lucid and comprehensive account of economic condi- 
tions in Europe during the third quarter of 1949 is given in 
the latest bulletin of the Economic Commission for Europe 
at Geneva. Perhaps the most striking feature of the review 
is its analysis of trade which shows that an improvement in 
European trade with the United States had occured even 
ge the effects of the September devaluations could be 

elt. 


To a large extent the improvement must be attributed to 
2 anaes of Europe’s imports from the United States. 
igures for ten European countries show a decline in imports 
from $1213 illion in the second quarter of 1949 to $872 
million in the third quarter. This effort was matched yy the 
overseas countries of the sterling area, whose deficits with the 
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United States earlier in the year did much to bring on the 
latest sterling area crisis. Apart from South Africa, this 
group reduced its imports from the United States by 25 per 
cent between the second and the third quarter. 


Simultaneously with the drop in imports, Europe’s exports 
to the United Syates also began slowly to pick up after a six- 
month decline. As a result of these two movements, Europe’s 
deficit in visible trade with the United States reached the 
lowest point of any quarter since the end of 1946. 


Tracing the progress of industrial production in western 
Europe during the third quarter, the report finds that the 
United Kingdom is the only couniry “ where the recent de- 
velopment in industry can be said to be wholly satisfactory.” 
Elsewhere there is a marked tendency for the rate of progress 
in industry to slow down. Even in France, where produc- 
tion has been expanding at a rapid pace there are signs that 
demand is slackening in the consumers’ goods industries. 


Not enough time has elapsed since devaluation for the 
commission to reach any hard-and-fast conclusions about its 
effect on prices and the terms of trade. But in some respects 
it is already clear that devaluation has not had the rosy con- 
sequences that some optimists expected. The rise in import 
prices has not been confined to imports from the United 
States and many of the chief world trade commodities now 
cost Europe more than before devaluation. The influence of 
these increases on domestic production costs and prices 
remains to be seen. Meanwhile Europe’s export prices 
appear to have fallen in relation to import prices, and in order 
to maintain the same volume of imports, Europe as a whole 
must increase the volume of its exports, 


At least in the short run those countries which have 
devalued severely face a deterioration in their terms of trade. 
The only consolation offered by the ECE experts is that they 
have thereby improved their competitive position and that 
prices of foodstuffs and raw materials in the United States 
may decline further during the next year. In that case “it 
is possible that Europe’s terms of trade after devaluation will 
be no more unfavourable than they were two years ago.” 


* * x 


A Ministry of Nutrition? 


Considerable support was given this week at the annual 
general meeting of the National Farmers’ Union to a motion 
which called for the amalgamation of the Ministries of Agri- 
culture and Food into a single department. The same idea 
occurs in the Liberal Party’s statement of agricultural policy, 
which demands a single “‘ Ministry of Nutrition ” under a 
Minister of Cabinet rank “ who would be solely responsible to 
Parliament in all matters relating to food production and dis- 
tribution.” The argument in both cases is that there is at 
present a lack of co-ordination between the Government’s 
policy of agricultural expansion at home and its procurement 
of food from overseas. Many farmers seem to regard the 
Minister of Food as the source of all their troubles. In 
particular, horticultural producers object to what they view 
as a flooding of the home market with cheap imported 
supplies of fruit and vegetables. 


The idea of setting up a single composite Ministry is 
superficially reasonable and attractive—especially in view of 
the probable tailing off of rationing, which will remove the 
Ministry of Food’s main function. The real question, how- 
ever, is what sort of policy a “ Ministry of Nutrition” would 
pursue. Would it operate as a “ Farmers’ Ministry,” 
shielding the home grower on every occasion from the un- 
welcome pressure of overseas competition? Is this what 
“co-ordination” would mean in practice? If so, the 
consumer and the taxpayer should emphatically record their 
veto. The Ministry of Agriculture would be the senior 


partner in the new combination and its first concern is with 
fostering and protecting British agriculture. The more 
protection British agriculture gets, the greater need there 
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is for some Minister to act exclusively as the champion of 
the consumer. If for administrative reasons the Ministry 
of Food is wound up, Mr Strachey’s mantle should descend 
on other shoulders than that of his agricultural colleague. 


The genuine troubies of the British horticultural produ- 
cers could be met to some extent by the introduction of 
marketing schemes for certain of their products. It is 
important, however, that such schemes should not be a 
cloak for the creation of a producers’ monopoly and the 
elimination of foreign competition.. These dangers may 
explain the Government’s delay in sanctioning the schemes 
for tomatoes and cucumbers put forward by the National 
Farmers Union. Meanwhile, Mr Strachey can hardly be 
blamed for trying to buy in the cheapest market. Apart 
even from his paramount duty to the British consumer, a 
reversal of this policy would make mockery of the attempted 
liberalisation of European trade. 


* * * 


Rebuff to the Canadians 


The decision of the Government not to release dollars 
for the buying of Canadian newsprint during the first half 
of 1950 (and probably not for the second half as well) 
must be looked at from two points of view—that of the 
newspapers and their readers in this country, and that 
of the Canadian newsprint industry. On a short-term 
view it can be argued that Britain’s need to save every 
possible dollar is paramount, that supplies of pulp and news- 
print can be obtained—at a price—from Scandinavia, and 
that as the Americans are at present prepared to buy all 
the newsprint that the Canadians can sell, the British Govern- 
ment’s decision inflicts no hardship on the Canadians. 


That is the British Treasury’s view, partly prompted 
perhaps by irritation at the preoccupation of the Canadians 
with the American market. But it takes no account of the 

ast, the future, nor of Britain’s good relations with Canada. 
t-ignores the fact that during the recent war all supplies 
from Scandinavia were cut off, and that Canada was the 
sole source of Britain’s newsprint. It ignores the proba- 
bility that, if Scandinavia is put in a monopoly position, prices 
will almost certainly start rising steeply and that this rise 
in price may very soon wipe out the differential advantage 
granted to the Scandinavians as against the Canadians at the 
time of devaluation—a perfect example of economic theory 
on international trade working in practice. Higher prices 
are already expected for new contracts. 


So far as the Canadians are concerned they have every 
reason to feel they have been badly treated. The Canadian 
suppliers have behaved generously. When the long-term 
contracts, which the Newsprint Supply Company had entered 
into in 1946 with the express approval of the British Govern- 
ment, were broken in 1947 by Government order so as to 
save dollars, the Canadians entered into new agreements 
for reduced imports in 1948 and 1949. Having realised that 
even these reduced imports into Great Britain could not 
be maintained in 1950 they asked that at least token imports 
could be continued at an insignificant cost in dollars so as 
to safeguard their interests in the British market. Even 
this has been refused. 


The effects of such a course will depend on many un- 
predictable events. It may mean that in the event of an 
unbearable rise in the price of Scandinavian pulp no 
alternative supply will be available and that the size 
of papers will have to be reduced. Even worse results 
might follow if Scandinavian supplies were cut off in 
another war. It leaves the Canadians wholly depen- 
dent on the US market, since the other non-dollar 
countries such as Australia have also cancelled their con- 
tracts since devaluation. The Canadians have vivid 
memories of the bankruptcies which followed the collapse 
of the American market in the early nineteen thirties. Even 
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a token contract would have bolstered their courage against 
such possibilities and would have sustained lan good- 
will towards this country. : 


* * * 


Arrests on the Gold Coast 


Hopes that the proposed new constitution for the Gold 
Coast would be discussed in an atmosphere free from threats 
and violence have been disappointed. In the last few weeks 
there has been a civil disobedience campaign, including 
strikes and a boycott of British goods, which has culminated 
in the Government’s arrest of Mr Nkruma and seven of his 
followers. His newspaper, the Accra Evening News, had 
already been suspended. Mr Nkruma was detained after 
the riots of two years ago, and it will be recalled that he was 
the only African concerned in those riots whom the Watson 
Commission found to have Communist affiliations. At least 
one of the others now arrested with him is a Communist, but 
it would be wrong to assume that the present disturbances 
are in any way Communist inspired. They should rather 
be regarded as a fling for personal power by Mr Nkruma. 
Last summer, he broke away from the United Gold Coast 
Convention, a nationalist party, to form his own extremist 
People’s Party, and through his paper, the Accra Evening 
News, he launched a campaign of threats on the Coussey 
committee on constitutional reform during its deliberations. 
Undeterred by these threats, the Coussey committee pro- 
duced a statesmanlike report, which was discussed in The 
Economist of October 29, 1949 (page 938) ; it has since been 
approved by the Gold Coast Legislative Council, which has 
an elected African majority. 


It is significant for present happenings that Dr Danquah, 
who was detained with Mr Nkruma two years ago and is 
leader of the United Gold Coast Convention from which Mr 
Nkruma broke away, collaborated with Mr Justice Cousse\ 
over constitutional reform. Although he differed from the 
majority of the committee on two important points, on which 
he would have gone much farther towards responsible gov- 
ernment, it is greatly to his credit that he has not tried to 
press his views by unconstitutional means, Mr Nkruma 
is trying to increase his personal prestige at the expense of 
Dr Danquah’s by putting up his claims from self-government 
to Dominion status and backing them up by unconstitutional 
means. These included a press campaign too vile and 
virulent for even a colonial government, hardened to persis- 
tent anti-British attacks, to tolerate. It cam mever be easy 
to decide whether arrests of nationalist leaders and suspen- 
sions of newspapers will do more good than harm ; but in 
present circumstances the action of the Governor of the Gold 
Coast seems entirely justified. 


* * * 


Report on France 


The Commissariat Général du Plan de Modernisation et 
@’Equipement has just made public the most interesting and 
detailed report it has published so far. It comprises an 
account of the achievements of M. Monnet’s organisation 
from 1947 to 1949 and a statement of its objectives for 
1950-52. In a country perhaps more deeply divided than 
any other in western Europe, the Plan Monnet has managed 
to secure the approval and active co-operation of all groups 
and professions—civil servants, farmers, industrialists, work- 
men and technicians. This is not surprising since the 


organisation has to its credit some remarkable achievements, 
which are summarised regularly every six months in a series 
of reports of exemplary clarity. 


In the current survey, issued as the plan reaches its mid- 
point, the opportunity has been taken to review the progress 
made toward the production targets set out when the under- 
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taking was launched in 1947. It shows that coal production 
increased from 49.3 million tons in 1946 to 53 million tons 
in 1949, while steel production rose from 4,400,000 tons to 
9,100,000 tons over the same period. Both industries, 
however, have some way to go before they reach the high 
level achieved in the boom year of 1929 and they must 
cover an even greater distance if they are to reach the goals 
set for them in 1952-53. 


Advances in agriculture have not been as swift as some 
of France’s partners in European co-operation would have 
liked to see. Production of wheat and other cereals is still 
slightly below the prewar average, while meat, fats and 
sugar are being produced in greater quantities than before 
the war. Two hopeful signs are the remarkable increases 
in the production of tractors and fertilisers that have taken 
place under the zgis of the Monnet plan. 


* * * 


Birth of a Republic 


On January 26, 1950, the Indian Republic formally 
came into being in accordance with the provisions of the 
constitution which has been adopted by the Constituent 
Assembly. An article from a correspondent which appears 
on page 204 of The Economist this week discusses the consti- 
tution and some of the problems which are likely to arise in 
working it. In this country the transfer of power in 1947 
is regarded as the decisive event, with India’s decision to 
remain within the Commonwealth as next in importance. 
As the formal inauguration of the republic does not seem 
to bring about any new situation, it arouses comparatively 
little interest in the British public. Nevertheless, it is an 
important milestone in India’s history, not least because the 
constitution, under the terms of which the next general 
election must be held, provides for universal suffrage. The 
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conduct of elections with more than one party and an clec- 
torate of some 150 millions, a large proportion of whom are 
stil! illiterate, will impose a severe test on the democratic 
political system, which will be observed with great interest 
and sympathy in the west; so far India has shown a 
tolerance of political opposition which distinguishes it from 
the other two countries with the largest electorates in the 
world—that is to say, China and the Soviet Union. 

At present the strength of the Congress party organisation 
and the prestige which it enjoys for its part in gaining inde- 
pendence for India still give it an unchallenged lead over 
other parties. For the time being stability in government 
is sufficiently assured for India to be able to afford political 
and civil liberties without introducing weakness and con- 
fusion into the newly created state. The danger is that 
the Communists may become, as they were in China in the 
days of Kuomintang tutelage, the strongest opposition party, 
and that the threat from a party aiming at dictatorship may 
turn the government into increasingly authoritarian courses. 
The healthiest development for the political life of India in 
the near future, an India overwhelmingly rural, would be 
the emergence of a strong peasant party without Communist 
affiliations to play the part of a truly democratic and con- 
stitutional opposition. 


Dr Ambedkar, who played the leading part in the drafting 
of the Indian Constitution, said in his final speech to the 
Constituent Assembly that the contrast between political 
equality and economic and social inequality in the new India 
would have to be reduced if those who suffered from the 
latter were not to destroy the former. He also warned his 
audience against “hero-worship” and declared that “ we 
must not lay our liberties at the feet of even a great man.” 
The Indian Republic, inaugurated as the most populous 
member state of the Commonwealth so soon after the first 
Commonwealth Conference to be held in Asia, sets out on 
its career with the best wishes of the British people. 
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No Dollars for Syngman Rhee 


The adverse vote in the American House of Representa- 
tives on the appropriation for economic aid to Korea has 
come as something as a shock to the Administration. No 
doubt the strong backing of President Truman and Mr 
Acheson will eventually secure the passage of the pro- 
posal, but the revolt in the House may be symptomatic of a 
trend which is unlikely to be confined to Korea. It may 
broadly be defined as an unwillingness to venture American 
money on economic aid where there are no military guarantees, 
and this is a mood which may seriously affect the application 
of President Truman’s Fourth Point. The vote on Korea 
has followed the President’s refusal to afford any military 
aid to General Chiang Kai-shek in his last stand in Formosa, 
and the intensive publicity sponsored by the Administration 
exposing the corruption and incompetence of the Kuomintang 
regime which deprived American aid to China of its intended 
effect. But it is psychologically impossible thus to “ debunk ” 
China—which used to be so extravagantly idealised by many 
Americans—without at the same time weakening faith in 
the capacity of other Asiatic governments to make good use 
of American aid or to resist Communism without direct 
support from American armed forces. If it is not worth while 
to help General Chiang, who has 300,000 men on an island 
100 miles from the mainland, how is the Administration to 


justify aid to the Government in Seoul on the mainland, only © 


a few miles from a land frontier behind which are ranged 
Communist North Korea, Communist China and the Soviet 
Union ? And if the once respected Nationalist Government 
of China has turned out to be such a broken reed, is it 
possible to build up faith in the soundness and stability of 
the. regimes of Syngman Rhee, Bao Dai, Pibul Songgram or 
Thakin Nu ? 


It is not merely isolationists who may show a reluctance 
to spend the American taxpayer’s money on subsidies which 
seem, from their experiencé in China, to provide eastern 
countries with transport, industrial equipment or arms to be 
taken over intact by the Communists whenever they decide 
to move in. If the American Government maintains that it 
is essential to prevent violent Communist seizure of certain 
parts of Asia, the same critics can argue that it is a matter 
for commitment of America’s own forces rather than the 
outpouring of American money to bolster up weak and un- 
stable local governments. Moreover, they can point out that 
if corruption in other Asiatic states is anything similar to 
what the State Department’s White Paper says it was in 
China, and if the American Government’s respect for national 
sovereignty prevents it from claiming rights of supervision 
over expenditure, there is in any case no guarantee against 
sheer waste of the money. Korea has been notably casual 
in accounting for the funds it has already received. The 
sudden outbreak of toughness in the House of Representa- 
tives suggests that there is still no American policy for the Far 
East which can command general Congressional support. 


* x * 


Irish-American Amity 


Our Dublin correspondent writes: — se 

The Treaty of Friendship, Commerce and Navigation 
between the United States and Ireland which was signed 
in Dublin last week has been described by the State 
Department, in the polite language appropriate to the 
occasion, as “the most comprehensive treaty of its 
kind that Ireland has undertaken to conclude with 
any country.” Hitherto the rights of Irish and American 
nationals in each other’s country have been governed 


' by Anglo-American conventions of some antiquity, dating 


from 1815, 1877 and 1899. The altered international status 
of Ireland called for a restatement. 

The new agreement does net make any changes of sub- 
stance. In general it provides for most-favoured-nation 
treatment. Irish firms may now carry on business in the 
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United States on the same conditions as American firms, 
On the other hand, American firms wishing to manufacture 
in Ireland may not escape the provisions of the Control of 
Manufactures Acts which lay down that over $0 per cent of 
the capital of a company must be Irish-owned. The continued 
grant by Ireland of preferential treatment to imports from 
Commonwealth countries is recognised by the United States 
Government with the proviso that the advantages shall be no 
greater than those in force or contemplated by Article 
XI of the Anglo-Irish trade agreement of 1938. Irish 
citizens resident in the United States may now receive social 
service benefits to which they were not previously entitled. 
Members of professions, other than law, who are not Ameri- 
can citizens may practise in the United States provided they 
possess the qualifications required by American law. Irish 
nationals who are not American citizens may not be con- 
scribed in the United States. 


The treaty is regarded in Dublin as a valuable affirmation 
of the special relationship that has long existed between the 
two countries. But the most significant point about the 
treaty is the demonstration that the State Department is pre- 
pared to accept preferential arrangements between Britain 
and a nation now outside the British Commonwealth. This 
is all the more startling since the Anglo-Irish trade agreement 
of 1938 which, with its amendment in 1948, now governs 
the trading relations of Great Britain and Ireland, was in 
Many respects a discriminatory document. An opportunity 
is also given to Irish firms to increase their business in tne 
United States. The necessity of their doing so is more obvious 
than the possibility. Irish exports to the United States are 
luxury goods and, with the exception of tourism, it is diffi- 
cult to see how they can be increased. The Irish role 
in Marshall aid, as envisaged by the Economic Co-opera- 
tion Administration, is to increase the export of livestock and 
livestock products to the United Kingdom. It is no doubt 
the most useful form of contribution ; but it does not help 
to close the doliar gap. It involves heavy dollar purchases 
of grains to make possible sterling sales ; and the dollars come 
by way of loan. In the first eleven months of 1949 imports 
from the United States totalled £163 million, while exports 
were as small as £370,000. Remittances and tourism help to 
close the gap slightly ; but whatever further aid the new 
treaty can give is badly needed. 


x * * 


The Land Commission’s Role 


The second annual report of the Agricultural Land Com- 
mission, and its Welsh Sub-Commission, reveals that the 
amount of land under the commission’s control on April 1st 
last was no more than 62,286 acres. Over half of this land 
consists of the large Glanllyn estate at Bala, Wales, accepted 
by the state in lieu of death duties, and the rest of scattered 
Forestry Commission lands which have been handed over 
as being more suitable for agriculture than forestry. Most 
of this land is of poor quality, and needs costly improvements 
to make it reasonably productive. The commission’s general 
policy is not to farm the land itself, but to carry out the 
duties of estate management, improve its properties, and let 
them “at a full fair rent.” It is perhaps not surprising. 
however, that the commission’s accounts show a considerable 
loss (rent income is only about half of management expenses). 
Administrative overheads have to be spread over a small area 
of land, and much of the farming is uneconomic. 


The important question is, how much land will the com- 
mission be given to manage ? The Government will have to 
make up its mind quickly about the disposition of the con- 
siderable quantity of land requisitioned and farmed during 
wartime. Where considerable capital has been sunk in such 
land, or large-scale farming methods have been introduced, 
there is an obvious case for retaining it in public ownership. 
Potentially more important, however, are fre large areas of 
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marginal land, where the state may take possession in order to 
secure “ full and efficient use.” Before compulsorily acquiring 
such land, the Minister must consult the commission, The 
commission has already turned down the major project 
(Romney Marsh), but others (for instance, Lakenheath Feii) 
are being examined. 


The Agricultural Land Commission is most unlikely to 
prove a backdoor for the nationalisation of land. It might, 
however, find itself entrusted with the management of very 
large areas of poor quality land, especially in view of the 
declared intention of the main political parties (reiterated in 
Labour’s election manifesto) to make marginal land more 
productive. The commission is right in saying that “it can 
afford to take a longer and wider view than many private 
landowners ” in incurring capital expenditure on uneconomic 
projects. But before schemes of this.sort are launched on 
an ambitious scale it would be as well to ponder whether 
some part of the public expenditure invelved might not yield 
better results in other directions. The ploughing-up subsidy, 
for instance (now terminated as a contribution to Government 
economy), almost certainly gives better value in terms of 
higher food production than an equivalent sum expended on 
the improvement of marginal land. 


* x * 
Ebenezer Howard 


Sir Ebenezer Howard, born a hundred years ago this 
week, was an ordinary working journalist who in his spare 
time managed to write the classic statement of the case 
for new towns, Garden Cities of Tomorrow (first pub- 
lished in 1898), and to follow this up by founding the two 
“garden cities” of Letchworth and Welwyn. No pro- 
fessional town planner has done so much to guide the 
planning movement in this country as this amateur 
enthusiast. Howard’s aims were entirely social. He 
sought to create better living conditions for the working 
population than could be found either in the congested 
large cities or in the depopulated countryside. His aim 
was to build towns which would combine the urban ad- 
vantages of high wages and social amenities with plenty of 
living space and access to the countryside, and which 
would be small enough to have a genuine sense of 
community. 


Such towns are not every man’s Utopia, nor are they 
always compatible with economic facts. Greater industrial 
mobility, however, resulting from electric power and motor 
transport, makes it easier today to translate Howard’s vision 
into practice. The stage of private pen at Letch- 
worth and Welwyn, has given way to that of public develop- 
ment on a large scale ; but the new towns now being built 
under the state’s auspices bear the impress of Howard’s 
design to a striking extent. It is his ideals—spacious living 
conditions, “balanced communities,” green belts—which 
form the stock-in-trade of British town planners. 


Town and country planing has behind it today enormous 
legislative powers and an elaborate administrative system 
which is the marvel of town planners in other countries. 
But the planners’ performance to date hardly justifies their 
powers, the controls are vexatious and many of the plans 
are dead-letters. Part of the trouble lies in the dictates 
of economic stringency, but part springs too from the over- 
ambitious character of many of the plans. Ebenezer Howard 
was a modest man who was never turned aside from the 
pursuit of the good by the lure of the perfect. Something 
of his spirit would be very welcome today. 


* * * 


Soviet Pressure on Finland 


The most reliable guide to the general state of Sovict- 
Finnish relations is the attitude of the Russians at the trade 
talks, which are held between the two countries in Moscow 
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each winter, and the nature of the commercial agreement 
then concluded. This is a much surer indication of whether 
the Kremlin intends to make things awkward for the Finns 
than the outpourings of Soviet propaganda and_ their 
reflection by the Finnish Communist press. Towards the 
end of 1948, for example, while the Finnish negotiators 
were being quite well treated in Moscow, the Finnish Com- 
munists, echoing and echoed by the stalwart propagandists 
of Moscow Radio and the Literatunaya Gazeta, were con- 
ducting against the young Social Democrat Government a 
campaign of abusive threats. The obvious inference seemed 
to be that the days of Mr Fagerholm’s cabinet were 
numbered ; but it still holds office and will continue to do 
so until the middle of next month, when the election of a 
new President necessitates its dissolution. 


This year, however—and for the first time—the Finnish 
negotiators, who have been in Moscow since the end of 
November, are having a much harder time. The head of the 
delegation suddenly returned to Helsinki early in January, 
and another leading member came back last week. Pre- 
sumably each of these visits marked a critical stage in the 
negotiations ; but they still drag on. The Communist press, 
in this instance more in step with Moscow’s actions, uses 
the occasion to proclaim that the Social Democrat Govern- 
ment is now so discredited that it cannot even conclude a 
normal commercial treaty. 


There is no doubt that this time the Kremlin is bent on 
changing the pattern of Finnish politics to its own advantage. 
There is equally no doubt that the Finns will resist, for 
they have rejected the Soviet protest about the harbouring 
of “war criminals” practically in toto. And to suggest 
that the low vote for Mr Paasikivi in the Presidential 
elections is evidence of cold feet as well as cold weather is 
to misread the Finnish situation as seriously as it was misread 
when, soon after the Prague coup of 1948, the Russians 
demanded—without result—an alliance with the Finns. 
Mr. Paasikivi has no more chance of getting a thumping 
Labour vote in Finland than has Mr Churchill in England. 
With many Socialists abstaining, it is not surprising that the 
Communist percentage of the vote went up. What is sur- 
prising is that the Communists, with only about 58 per 
cent of the electorate voting, as against 75 per cent in the 
general elections of 1948, have not made greater comparative 
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gains. Their total vote in fact fell from 372,000 to 317,000. 
Rut the figure for the Social Democrats also dropped, by 
almost a third, from 486,000 to 329,000. Such a setback 
will immensely complicate the formation of the new Govern- 
ment that takes office with the new President. 


* x * 


Bulgaria’s Robespierre 


‘The death of Vassil Kolarov, the Bulgarian Prime 
Minister, removes the last of the old guard Communists 
from the Sofia scene, and leaves as undisputed head of party 
and state the young and ruthless newcomer, Valko 
Chervenkov, who first: became a member of the Central 
Committee only in 1945. (Characteristically, Chervenkov’s 
name, chosen by himself, means “ The Red Wolf.”) The 
late Prime Minister was the last internationally known 
Bulgarian Communist and was secretary-general of the 
Cemintern in the early twenties. 


By a strange coincidence the latest purge in the party’s 
Central Committee and the Government took place only two 
days before the announcement of Kolarov’s death. Armed 
with the authority of Stalin, with whom he had conferred at 
the Moscow birthday celebrations, Chervenkov expelled six 
more Central Committee members and one Politburo member 
(the veteran Communist leader Terpeshev); demoted his 
dangerous rival, the former Police Minister and deputy 
Premier, Anton Yugov, to an insignificant junior post ; and 













































Let the People Expand 


It is now known and acknowledged that the population 
of France, as has been elaborately set forth by Mr J. S. 
Mill, in his work on the principles of political economy, 
as one of the advantages of France, is increasing very 
slowly—amongst the slowest in Europe, and increasing 
in a retarding ratio, so that it is coming to a stop. It 
is now known, too, and acknowledged, that the agriculture 
of France is in a deteriorating condition—that its trade, 
certainly its shipping, is declining, and that the material 
prosperity of the bulk of the little landowners, composing 
the great majority of the nation, is at nearly the lowest 
ebb. . . . It is also now equally well known that, while 
the nation was thus continually checked in a progress 
essential to a healthy condition . . . the sphere of the 
Government operations, and its expenditure extended 
more and more, so that it became an ever increasing 
obstacle to the national progress. . . . It would seem 
to be one of the purposes of the press, appropriately 
characterised as the watchman of society, always to 
remember the principles of social progress, and to stand 
fast by them when the people are subjected to momentary 
delusions. Such is certainly not the case at present, and, 
unwarned by the example of our neighbours, there is a 
great and active party amongst ourselves which spreads 
its influence over almost all our journals, and is con- 
tinually requiring a great increase in the activity of the 
Government and a corresponding increase in its expendi- 
ture... . It is a sorrowful augury for the future to see the 
statesmen of the foremost nations of the world incapable of 
devising any better schemes for the future government and 
improvement of society than those which have been already 
tried and condemned in France and in England. Progress 
society must make ; it is the condition of its existence ; 
pepulation must increase, and the means of maintaining 
it in comfort and luxury must increase, or vice and misery, 
revolutions and war, will desolate the earth. Such govern- 
ments as that of France, therefore, must relax its 

must stand aside and allow the people to expand. 
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openly threatened. all Communists with more purges, as such 
were “the lessons to be learnt from the trial of the Kostoy 
gang of traitors.” Less than a year ago, the big six of the 
Bulgarian Communist Party were, in order of importance : 
Dimitrov, Kostov, Kolarov, Chervenkov, Yugov, Terpeshey, 
The first three are dead, the last two officially purged, their 
chances of dying of old age considerably reduced. 


The new inner cabinet consists now entirely of former 
Soviet citizens and Soviet officials. The most important of 
them, after Chervenkov, is Vlado Poptomov, a Macedonian 
terrorist, for many years deputy head of the Macedonian 
Department of the Comintern in Moscow (its former head. 
incidentally, Dimitar Vliahov, is at present vice-president of 
the Jugoslav Republic and a staunch Titoist). The camouflage 
of a “Fatherland Front” coalition has been definitely 
dropped, and of more than 20 ministerial posts, two only 
are given to ex-Agrarians and one to an ex-Republican. 


In spite of the terror exercised during the elections last 
December, the Communist organ Rabotnichesko Delo com- 
plains in a leading article that “ Kostovite slogans and 
leaflets appeared in certain places.” Chervenkov, too, in his 
last public speech says: “ We know that we have not yet 
liquidated all our enemies. We know that they are hiding 
amongst us, but we shall be able to discover them and to 
smash them.” Many difficulties, he goes on, are to be en- 
countered “on account of the wrecking activities of the 
Kostov gang,” notably “in the centre of the state machine. 
mainly in the economic departments,” which were headed 
by Kostov for many years. It seems that Chervenkov is 
the kind of man who would be flattered by being called the 
Bulgarian Robespierre. 


* * x 


Bitter Sweet 


There could hardly be a more typical, if small-scale, 
example of the power of controls to produce vested interests 
than the Ministry of Food’s decision to put the hitherto 
unrationed near-sweets on the ration. Using off ration 
ingredients and considerable ingenuity, these comparative 
newcomers have achieved a degree of success which has dis- 
quieted the National Association of Retail Confectioners. 
Established lines are threatened. An exiguous but possibly 
expansible airlift has been established over the ration-and- 
heence blockade against interlopers; and the big anti- 
aircraft guns have been trained on their target. The pare- 
doxical situation has thus arisen that a rationing system 
Gevised to ensure that no one should go short is being 


invoked to ensure that everyone shall go shorter than is 
necessary. 


Here is, undoubtedly, the seamy side of all “ fair-share ” 
controls, be they consumer ration or quota allocation. 
Whether they succeed well or ill in their primary job of 
apportionment, whether they exert much or little distorting 
eflect on productive effort, whether they are cheap or 
extravagant to administer and enforce, they all have the 
effect of creating a class of men in possession and of shelier- 
ing this class against the draughts of outside competition. 
That much of this competition is, on the face of it, likely to 
be snatch-and-grab and ephemeral is beside the point. The 
history of technical progress is full of examples of fruitful 
makeshifts designed in the first instance to circumvent some 
particular and temporary shortage. 


The spirit of swat-that-innovator flourishes particulary 
under Socialism, but it would be wishful thinking to supposc 
it absent from the Conservative mind. What, one wonders, 
would be the response of a Conservative government to the 
plea of a respectable and established organisation for protec- 
tion against fly-by-night innovators ?, The history of the 
inter-war years suggests that it would scarcely be less fav- 
ourable. To respect free enterprise in theory is one thing ; 
to allow it in practice, with all its possibilities of discomfort 
for the established, is quite another. | 
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MOHAMMED makes his living from his ten acres of cotton 
in the Sudan—finest Gezira cotton which is unequalled in the 
world’s markets. But the mere growing of fine cotton is not 
the whole story. Spinning, weaving and dyeing 
processes must be able to do justice to the yarn. 
Monsanto’s chemicals for the textile and dye- 
stuffs industries play a notable part 
in the production of the very finest 
piece-goods, and thereby help 
Mohammed to get top value for 
his crop 
Monsanto products are helping 
to increase the value of Britain’s 
export trade, and helping to provide you with | , 
the goods you need. Just one more example | | _ 
he 


of the way Monsanto is ‘ serving industry, 

Monsanto makes nearly two hundred chemicals of vital im- 
portance to British-industry. If you have a chemical problem 
it is highly probable that Monsanto will be able to assist you 


which serves mankind’ 
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for extra ‘bite’ on 
every type of road 
surface. 


Our manufacturing industries use 130-million tons of 
steam a year for processes and heating, at a cost of more 
than £90,000,000, 

Whose responsibility is it to see there is no waste or 
misuse of this valuable raw material? Your store- 
keeper checks ingoings and outgoings of stores items ; 
somebody else checks coal stocks ; your engineer sees 
that your stock of steam is maintained. 

But who looks after the issue of steam? 

It hardly seems logical to have a storekeeping system 
for better distribution that takes care of nuts and bolts when any process man 
egg cosemgayete can, without question, open a 2-in. steam valve or a 
more safety. by-pass round a steam trap and leave either open for as 
long as he thinks fit. 
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4 DEEPER TREAD PATTERN The proper “ storekeeping ” of steam, the metering of 
Sor ettactive réed ete the steam supply to each main department, can probably 
to the last —as well save as much in a week as might be saved in a month of 
as for longer mileage. Sundays among the nuts and bolts in the stores. 
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“ Resistant films v. process economy ” ; May 26, “ The air film handicap on output " 
June 5, “ Removing the air film handicap ” June 17, * * Water film against process 
output"; July 1, “ Individual steam nmin July 15, “ How are your steam 
traps chosen?” ; July 29, “ Better steam “trapping, better output economy ” 


DUNLOP 


THE WORLD'S MASTER TYRE 
*% AVAILABLE IN ‘DUNLOP’ AND ‘DUNLOP FORT’ TYPES 


Aug. 12, “The steam circulation system” Aug. 26, “Steam pressures under 
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Letters to 


Europe's Committees 


Sir,—The article in The Economist of January 14th, entitled 
“Europe’s Committees,” seems to me to express the views of 
many people who are anxious to see the future of Europe 


settled not by parleys but by practical steps taken by responsible 
organs. 


I think it stresses a very important point in the present 
disorganisation of Europe. May I recall that the Council of 
Europe was not created just to promote the existence of 
numerous committees, but to co-ordinate action taken in the 
various fields. The reason why so many committees were 
created everywhere is that solutions have been sought on partial 
and often temporary bases and generally from a technical angle. 
The only possibility of putting order in the present situation 
and of safeguarding Europe’s future is to consider these 
problems from the political angle as a whole. This is the spirit 
of Strasbourg and the aim the Council of Europe has in mind. 


The Committee of Ministers of the Council and the Con- 
sultative Assembly have clearly and repeatedly expressed their 
attitude towards duplication and waste of manpower and time. 
The Council of Europe has no ambition whatsoever to replace 
existing organisations, but as a political body desires to put 
forward a policy which could be put into effect by the various 
existing technical organs, and to co-ordinate their actions 
towards achieving the common aim, which is the solution of 
Europe’s problems. 


The resolutions passed by the committees of the Consultative 
Assembly of the Council of Europe were certainly not 
“indecisive,” nor is indecision in the nature of the parlia- 
mentarians who compose them. We hope to succeed because 
we take the problems from a new angle . . . which has never 
been used before.—Yours faithfully, Paut M. G. Levy, 

Director of Information 


Preparatory Commission of the Council of Europe, Strasbourg 


Soviet Death Penalty 


Sir,—In The Economist of January 21st, you speculate on 
the reasons for the restoration of the death penalty in the Soviet 
Union, dismissing the view that the Soviet government is 
faced with serious opposition at home and suggesting that 
the new measure is largely due to a deterioration in inter- 
national relations. It may well be true that there is no serious 
opposition to the government from within because of the com- 
prehensive police-state system but in view of the evidence of 
the many Russians who refused to return to their country 
after the recent war and the account of conditions in Russia 
given by such diverse writers as Freda Utley, Victor 
Kravchenko and Paul Winterton, there can be little doubt 
that the will to resist does exist most strongly in Russia 
and that harsh repressive measures are necessary to suppress it. 


But even if the new measure is a war preparation it surely 
is not true that “ the Politburo really believes itself threatened 
by the ‘ capitalist encirclement.’” The only expansion there 
has been since the war has been Soviet expansion and it would 
be to underestimate the intelligence of the Soviet leaders to 
imagine that they see potential aggressors in countries like 
America, Britain and France, which are more likely to make 
the mistake of a “peace at any price” policy. The other 
Soviet measures you mention, an unparalleled security ban, 
the manufacture of fighter aircraft on a large scale and the 
building up of stocks of strategic materials, are certainly war 
preparations but not necessarily inspired by the fear of war. 
They may be caused by the intention of provoking war or 
bullying the west into further surrenders by a show of force, 
Events in Bulgaria and the continued difficulties over the 
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the Editor 


Austrian peace treaty despite all our concessions certainly 

seem to confirm the view that the Communists are preparing 

to resume the offensive, considered essential by Lenin and 

Stalin, against the non-Communist governments, with a view 

to further expansion of the Communist world.—Yours 

faithfully, O. KERENSKy 
Christ Church, Oxford 


Electoral Facts 


Sir,—In the article “ Electoral Facts” in The Economist of 
January 7th it is contended that non-voting is not likely to 
affect the result of the coming British election to any large 
extent. In the United States, where about half the adult popu- 
lation are apt to abstain from voting, the importance of this 
factor is said to be very great, but, in the author’s opinion, this 
is not so in Britain, where between 71 and 77 per cent have 
participated in the last general elections. 


Recent experience in Norway seems to suggest, however, 
that differences in participation may decisively influence the 
outcome of elections, even in countries where the record of 
non-voting is more or less similar to that in Great Britain. 
71.6 per cent of the Norwegian electorate took part in the 
1947 elections, but more than 83 per cent turned out two 
years later. In 1947 the non-socialist parties polled 51.8 per 
cent of the total vote. In 1949 they polled only about 48 per 
cent. Their vote increased in absolute numbers, but that of 
the Norwegian Labour Party increased much more. When the 
Prime Minister attributed this to the credit which our Labour 
Government has got from an improved economic situation 
during the last two years, he seemed to imply that many dis- 
satisfied Labour electors must have abstained from voting in 
1947. 

It should be mentioned that the 1947 and 1949 Norwegian 
elections are not strictly comparable; and it is still more 
difficult to compare the British and the Norwegian electorate. 
Yet the differences are not :: great that a comparison may not 
be of some interest.—Yours faithfully, S. S. NILSON 


Shr. Michelsen Institute, Bergen, Norway 


S1r,—I was most interested to read the article “ Electoral 
Facts” by a correspondent in The Economist of January 7th. 


I was especially intrigued by a statement towards the end 
of this article that “. . . . in a reasonably homogeneous country 
with a two-party system and single-member constituencies, 
the ratio of the seats won by the parties should be at least 
the cube of the ratio between the votes cast for them.” Your 
correspondent states that this formula, when applied to the 
last five New Zealand elections, shows an average error of only 


one seat and, to the last three British elections, an average error 
of only two seats. 


I regret to say that, on testing the theory for the British 


elections, I am unable to prove its truth. I have used the 
following figures :— 
1931 Comservative Vote .......cccecesceececeeee 000 
GUE VOR, «0s cesccheseccoodemncch ee 
Seats gained :— 
COUMNGWIRINS... Hq... nocenesssd0eluans 472 
RAUGR: shrissnicntiithadiiabitincccsevnse 52 
1935 Conservative Vote ............0.cccceeeeee 10,488,626 
RANG VOD iiisisévescencepciapeinnipaastion 8,325,260 
gained :— 
I 387 
Labour ........ ilo < dip ahaieibe stip « ditine ste 154 
1945 Labour Vote....... sano cheaba EE TO EAS 11,985,733 
REVS VRE ceccccccccseseveecessens 8,693,858 
gained :-— 
Labour POOH HET ER ETRE OEE Eee e EEE Ee 393 
Consérvative PCC CHEECH Eee TEE 189 
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I believe that the above figures are correct but they do not 
support your correspondent’s theory.—Yours faithfully, 


R. W. Eabes 

58 Inverclyde Road, Handsworth Wood, Birmingham 20 

Our correspondent writes: 

[Intelligent analysis of election statistics usually entails some 
arbitrary assumptions. These assumptions should, of course, be 
clearly stated so that the reader can decide whether they accord 
with common sense. It is regretted that pressure of space pre- 
cluded the statement of how the A*:B* formula was applied. Here 
are the assumptions. 

1. The University seats and the votes cast in them are excluded 
from the calculations because of their difference in size and cou- 
position of electorate, in electoral system and in party policy of 
candidatures, 

2. In all three elections the Liberal Nationals and other allies 
of the Conservatives are amalgamated with them. 

3. Only those contested seats won either by Conservatives (as 
so defined) or Labour are taken into account. 

4. To avoid reduplication suitable allowance is made for the two 
votes cast by electors in the 15 two-member constituencies. 

5. There are many minor disagreements in published electoral 
statistics. These calculations are based on the figures given in 
The Times “ House of Commons.” 








i | | Error in 
| ap | Theory 
Year | Party Votes | Actual | Theoretic | See aa any 
{ { Seats {| Seats Number } % 
octets fee tip ty Stieber. of tke: be. bee tala - 
| | | } | 
1951 | Nat. Govt. ........ | 13,898,395 | 491 | 490 | 1 | OF 
| LOE scmensios oop 6,368,262 | 46 | 47 1 | 0-2 
1935 | Nat. Govt. ........ | 11,136,666 | 398 | 398 apo ea 
| Labour... . os eeqae 4 7,873,713 Lek. eee ; + eottah 
1945. | Conservative ...... | 9,499,460 | 208 | SB fehl Gepinke 
Labour ........... | 11,573,176 at wT 6h 6S ht IS 
pnbesoneittichidcoint tachi bcanainelahbcaie ids vhiientl 
i Mean 
} i | Error | 2 0-4 
ik il i iA TES ES een Gi we alta i 


lf the fourth assumption—which some people may object to— 
is not made the mean error becomes not 2 but 10 seats. This only 
serves to emphasise the arbitrary and rule-of-thumb nature of the 
formula. As the article said there is nothing magical about it. 
It has no business to be as accurate as it is. But, with all its faults, 
it is a great deal more accurate than pure guesswork.] 


France and the Saar 


Sir,—You state—in your article on the Saar in The 
Economist of January 21st—that “the Saarlanders . . . three 
years ago voted without hesitation for a government amenable 
to French wishes.” Having been in the Saar at the time as 
the correspondent of the Sunday Times, may I offer several 
comments. 

Monsieur Grandval, then French Governor of the Saar, 
told the leaders of the Saar’s three licensed political parties 
that if there was economic union with France there would be 
no dismantling and larger rations of both food and clothing— 
both being then desperately short. The Surété suppressed a 
reply to this—an article in the Jocal Communist paper saying 
that France had no power to remove factories, reparations 
being a quadripartite matter. 
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The Saarland .voter had to choose between the hated Com- 
munists and the Catholic-Socialist coalition, led by emigrés, to 
whom I heard a high French official refer in private as the 
“marionettes.” The Saarlander was afraid not to vote for 
fear of drawing attention to himself. The Surété were then 
active and expulsions from the Saar were frequent. So he 
voted for Herr Hoffman’s coalition. 

Care was and is taken to guard the leadership of the 
Catholic and Socialist parties from elements critical of French 

esigns. Last August I asked at the Socialist headquarters in 
Saarbrucken for Herr Roth, who as Secretary General of the 
party had told me in 1947 that the “tragic decision” to sup- 
port the economic Anschluss had been taken “only to save 
the steel works from dismantling.” Herr Roth, I was told, 
had “left for Germany.” In his place I found one Herr 
Schaffner, wearing a French decoration which he had won 
fighting the Wehrmacht. 

You say that “the Saar economy ... has been far more 
prosperous in association” with the French “than it ever was 
under the Nazis.” But under the Nazis Saarland industry 
enjoyed an 18 per cent discount on Saar coal. Today Saar 
coal costs at the pithead 4,500—3,000 francs a ton (§2.9—35.3 
marks). Ruhr coal at the pithead costs about 33 marks a 
ton. Southern Germany, which used to buy 30 per cent of 
the Saar’s heavy finished goods, now buys from the Ruhr 
instead.—Yours faithfully, JONATHAN BLOW 

3 Carlos Place, London, W.1 


Definition of Profits 


Sir,—The invention of the word “ Disinflation ” is, I believe, 
rightly attributed to you. Will you now do us all a service by 
creating an alternative to “ Profit”? 

If I put one potato into the ground and eventually dig up 
two, three or many more I have achieved an “ excess of returns 
over outlay,” having been actuated by the “ Profit Motive.” 
But this, I gather, is anti-social and indefensible on that account. 
Can you help me to acquire at least terminological re- 
spectability for my very human desire to see some result for 
my labours ?—Yours faithfully, CoLin Hurry 

17 Great Queen Street, W.C.2 


The Liberals 


Sir,—I am disappointed to see that your article on “ The 
Liberals’ Dilemma” accepts without protest the voting system 
under which there is no relation between popular votes and 
the number of successful candidates. Whatever may be the 
merits or demerits of the Liberal or any other party, it is surely 
the negation of democracy that it should be possible for that 
party to gain in popular support and yet to lose seats.—Yours 
faithfully, En1p LAKEMAN 

The Proportional Representation Society 


[The only sense in which the article accepted the present systern 
was in assuming that it would operate in next month’s General 
Election.—Editor.] 
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Books and Publications 


The Moral Revolt 


Six Studies in Communism”. 
Edited by Richard Crossman. Hamish Hamilton, 272 
pages. 12s. 6d. 


IF it is true that in the Western world the intellectuals are 
the foreseeing eyes, the sensitive antennae of society, The God 
That Failed must be counted an important book. In it six 
men—one a poet, Mr Stephen Spender, three authors of books 


_ which will survive, Mr Koestler, Signor Ignazio Silone and 


M. André Gide, one a distinguished American Negro writer, 
Mr Richard Wright, and Mr Louis Fischer, a widely read 
American journalist—give their reasons for their sympathy 
for Communism or their conversion to it in the twenues and 
thirties, and the disillusion that drove them out again in the 
last decade. They are a reasonably representative cross-section 
of the intelligentsia, and just as it was their thinking and writing 
that very greatly influenced left wing and radical thought 
between the wars, it may be that their later experiences, even 
if they appear now only as six isolated acts of reason and will, 
will have the same pervasive influence upon radical thinking 
in the next decade. The social effect of the thought of such 
men is like a pebble thrown into a pond. At first there is no 
sign save the sudden splash of water; then as the ripples 
spread out, the whole surface is disturbed. The reason why 
Mr Koestler or Mr Spender broke with the Communists has, 
therefore, more than personal significance. It is likely that 
they are giving intellectual direction to the thinking of a new 
decade. 

The standard of writing in these six essays is uneven. M. 
André Gide’s contribution, skilfully pieced together by Miss 
Enid Starkie from his two books on Russia published in the 
thirties, suffers from the tendency to wandering and incoherence 
that such compilations normally entail. The essays of Mr 
Spender and Mr Fischer wander in their own right. Mr 
Wright’s testimony has more emotion and less argument—it 
is, in fact, a moving short story largely told in dialogue. It is 
the brilliant contributions of Mr Koestler and Signor Silone 
that convey the real meaning of Communism’s “ grandeur and 
misery.” Mr Koestler’s essay, in particular, gives the atmo- 
sphere of German Communism in 1931 and 1932 with such 
imaginative force that the reader adds a dimension to his 
own direct experience of existence—an existence in the half 
world of Communist cells, contacts, conspirators, centres of 
authority, channels of information, idealism and cynicism, 
dialectic and double talk. For one reader at least, the bewilder- 
ing American background of the Hiss trial seemed to be sud- 
Genly illuminated by Mr Koestler’s experience in Germany. 


The unevenness of the writing does not detract from the 
impressive and uniform testimony of the book. All these men, 
without exception, abandoned Communism because in the last 
analysis they could not stomach its immorality. Not so much 
the issue of liberty as the issue of truth and charity drove them 
away from the Party. For Silone, a breaking point came 
when, at a Comintern meeting, an English delegate’s simple 
protest “But that would be a lie” raised a gale of laughter 
that rocked all official Moscow. For Gide, to be offered adula- 
tion and plenty in the midst of poverty was as intolerable in 
Russia as in the bourgeois West he had sought to escape. 


Koestler speaks for them all when he affirms his acceptance 
of the 


perennial commonplaces: that man is a reality, mankind an 
abstraction; that men cannot be treated as units in operations 
of political arithmetic because they behave hke the symbols for 
zero and the infinite, which dislocate all mathematical operations; 
that the end justifies the means only within very narrow limits; 
that ethics is not a function of social utility, and. charity. not 
a petty-bourgeois sentiment but the gravitational force which 
keeps civilization in its orbit .. . every single one of these trivial 


statements was incompatible with the Communist faith which 
I beld. 
The revolt is a moral revolt. The men have turned from 
Communism because they do not in fact believe that mankind 
can be redeemed by the gospel according to Marx. 


This, then, is the revulsion which we may expect to see 
influencing strongly the radicals of the new generation. Bu: 
the book gives no picture of the alternatives to which the 
abandonment of Communism may lead the six men. Their 
version of the good society is not yet to be found in the western 
world. But of the west at least it can be said that in it they 
will be given the opportunity to continue their search free 
from the threat of Siberia or a bullet in the neck. 


Agriculture and a Changed Economy 


“The Economics of Agriculture.” By Ruth Cohen. 
Nisbet and Cambridge University Press. 216 pages. 


6s, 


Tuis book was first published in 1940. It provides a useful 
intreduction to the main problems of agricultural economics. 
including production and marketing methods, price fluctua- 
tions, and the trend of earnings. The last chapter—on state 
intervention—has been largely rewritten in the light of recent 
events. The case for some measure of state intervention in 
an industry liable to chronic instability is brought out. How- 
ever, the state can and has intervened in agriculture in a wide 
variety of ways, and the author has pointed out the drawbacks 
of some of its incursions. For instance, in prewar days the 
main effect of import restriction, especially quota systems. 
was to raise food prices to the consumer. In the case of 
Britain, this policy had the further effect of penalising the 
poorer sections of the community who eat the highest propor- 
tion of imported food. Bad effects are also likely to fiow 
from any statutory scheme which enables an organised group 
of producers to control prices by restricting supplies. If the 
scheme (like the British hop scheme) regulates the output o! 
individual producers by quota, then it eliminates competition 
and protects inefficiency. If (like the milk marketing scheme) 
it controls marketing outlets, without attempting to limit total 
production, then it is less pernicious but still liable to abuse. 


The protection extended to British agriculture before the 
war was largely carried out by the two former methods (the 
fostering of producers’ monopolies and the quantitative 
restriction of imports), which were regarded as complementary 
and both of which were intrinsically bad. Today, however. 
British agriculture is protected on a far more comprehensive 
scale but by different methods. In the first place, the state 
guarantee of minimum agricultural prices is less objectionable 
in principle (however badly it may be working in practice) 
than the method of empowering producer-controlled boards 
to hold the consumer to ransom. It is accompanied—for good 
or for bad—by a wide measure of state control over agriculture 
than previously existed. In the second place the cost of food 
policy has been shifted from the consumer. to the taxpayer. 


Instead of helping to subsidise the producer, the consumer ‘s 
now himself subsidised on a vast scale. 


One wishes that Miss Cohen, who has a lucid power of 
analysis, had dealt in more detail with the implications of these 
major changes in agricultural policy. So long as the para- 
phernalia of complete government control over imports, ration- 
ing, and prices lasts, no major issue of policy can arise ; - 
when, and if, something like normalcy returns, it will be : 
different story. The book is written from a general viewpoint 
but with special reference to British agriculture. The effect— 
since British agriculture is a unique case—is sometimes rather 
misleading. The differences between agriculture® and other 
industries are discussed, but the relationship of agriculture 10 
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the national economy is only tackled incidentally. No doubt 
an introductory text book is not the place for a disquisition on 
this theme, but a sensible and balanced treatise on the role of 
British agriculture in a changed economy has yet to be written. 


Production Economics 


«“ Manufacturing Business.” 
millan, 308 pages. 16s. 


Mr ANDREWS’ book has accomplished what its title purports. 
This in itself is a refreshing change. But then this is a refresh- 
ing book. The author has drawn on first-hand experience of 
industry to shape an economic theory of manufacturing busi- 
ness. He gives the economic interpretation of the various forms 
of ownership ; the economics of apportioning revenue between 
costs and profit; and the cost of management. He proceeds 
to explain the economics of the sales and marketing effort. In 
the final section of the book the economics of the various stages 
of manufacturing are brought together as a compact theory. 


By P. W. S. Andrews. Mac- 


Any book on economics combining theory with practice is in 
danger of falling between two stools. The practical man may 
find it too remote from business as he experiences it while to 
the student the approach may appear rather pedestrian, lacking 
the stimulus of a book on pure theory. Lastly the university 
teacher is often apt to shirk lecturing on the economics of pro- 
duction ‘for fear of seeming too remote from reality or just a 
raconteur of what he saw on a factory visit. Indeed, in its 
preoccupation with the causes of insufficient effective demand, 
economic thought in the 1930s came to be somewhat contemp- 
tuous of Alfred Marshall’s painstaking interpretation of the pro- 
duction process. The studies published in the Oxford 
Economic Papers of the experience of individual firms in 1939 
and 1940—Mr Andrews was one of a team engaged on that 
work—did much to remedy what the previous decade had left 
undone. This is a text book originating from this circle marry- 
ing up to date theory with up to date practice, 


America in the World 


“The United States in World Affairs, 1948-9.” 
C. Campbell. New York: Council on Foreign Rela- 
tions. London: Institute of International Affairs. 
604 pages. $5.00 or 308. 


Amonc scholars of diplomatic history and international affairs 
there is a disposition to use “journalism” as a term of abuse 
for study and comment on events less than ten years old. Such 
persons would doubtless say of this book that it is surprisingly 
scholariy and objective ; mere journalists, on the other hand, 
will say how remarkably readable and fresh is this careful study 
of American foreign policy during a period of exceptional com- 
plexity, experiment, and danger. Much careful planning and 
hard work must have been needed to get it published in less 
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than a year after the period it covers. It contains a valuable 
chronology, an extensive bibliogre~hy, and a reliable index. 
Here is an excellent quarry for the vulgarisers, text-book writers 
and pamphleteers from whom each generation under 2s, in 
fact, gets its interpretation of contemporary history. 


It is most appropriate that the introduction should come 
from General Marshall, for it is his firm and in many respects 
masterly conduct of policy that this survey covers. His defini- 
tion of the right policy for America has never been better stated 
than in his speech of May, 1948, to the House Committee on 
Foreign Affairs. He defined the three fundamental tasks of 
American policy as follows: to dispel “ serious misconceptions ” 
in the minds of the Soviet leaders, to restore the balance of 
power relationships required for international security, and to 
assist in developing conditions of political and economic security 
so that democratic peoples would be able to preserve their 
freedom and independence in the face of totalitarian threats, 


Where the vision of this book falters is when it looks back 
at such features of the year 1948-9 as the change in American 
policy towards the Germans, the tardy realisation of failure in 
China, and mischief done by the American attitude towards the 
Palestine problem. On Soviet policy, however, the tone and 
argument are moderate and fair, and on British policy restrained 
and sympathetic. 


Mission to Haiti 


«“ Mission to Haiti.” 
pages. 17S. 6d, 


THE picture that is presented in the report of the Uno Mission 
sent out to Haiti in 1948 is depressingly familiar to anyone 
with even a superficial knowledge of conditions in the larger 
Caribbean territories. The basis of the economy is agriculture, 
of a primitive order ; the pressure of population on resources 
has forced the peasants to cultivate steep slopes in_ the 
mountains, and serious erosion has resulted; the poverty of 
the people has restricted the growth of capital within very 
narrow limits, and fragmentation of holdings and freehold land 
tenure has added still further to economic inefficiency. On the 
top of this there is even more illiteracy, superstition, social 
disorder and ill health than prevails in other parts of the 
Caribbean. There can be small wonder that the mission 
accepts the findings of other expert inquiries elsewhere: that 
the productivity of labour is low, and that the economic 
problem in Haiti is “so to expand national product in relation 
to population as to increase real income per head, and so to 
distribute it as to raise the standard of living.” 


To say that this is another glimpse of the obvious can hardly, 
in these circumstances, be thought to be carping. How pre- 
cisely, it may be asked, is the end thus stated to be achieved ? 
The mission has undoubtedly produced some very valuable 
studies of public administration and services in Haiti; the 
chapters on public finance and credit organisation will, for 
instance, be of the greatest value to the Government in carry- 
ing out much-needed reforms. The long-term or “ back- 
ground” problems, the supply of capital and the generation 
of energy in the people to use it to best advantage receive 
inadequate attention. This is really worrying, for it is on their 
solution that the tidying up of details will ultimately turn. 


The recommendation that possibilities of emigration should 
be studied will awaken no response in the minds of the dis- 
illusioned administrators of Jamaica and Barbados, who wi!! 
also, in some measure, share the pessimism implied in the 
conclusion that “feasible industrialisation” will be limited 
for some time to come by a “close ceiling.” The only sub- 
stantial hope for the future appears to lie in the bauxite indus- 
try. The deposits controlled by the Reynolds Metal Company 
lie within a short haul of deep-sea loading facilities, and 4 
potential source of hydro-electric energy would make possible 
the conversion of the ore into alumina, if the American tarifl 
did not prevent its export to the United States. 


United Nations Publication. 327 
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AMERICAN SURVEY 





End of the Truman Doctrine ? 


(From Our American Staff) 


MERICAN policy in the Far East was obscure for so 
long that it became the playground for many theoretical 
strategists who found Europe too constricted an area for the 
exercise of their fancies, but it was at last precisely defined 
by the Secretary of State in his recent speech to the National 
Press Club, It was a speech which—apart from its excep- 
tional merits as an extemporaneous address—explained the 
political and philosophical basis of policy everywhere and 
not in the Far East alone. The only consistency which Mr 
Acheson would admit to be valid was the consistency of 
pursuing American interests ; but implicit in his speech was 
an underlying consistency deeper and more important than 
the explicit but superficial consistency of those who ask him 
to repeat in China what has already been done in Greece. 
Mr Acheson’s statement has been generally interpreted as 
“the end of the Truman doctrine” and it was, certainly, 
a formal announcement that “ support of free peoples who 
are resisting attempted subjugation by armed minorities or 
by outside pressures” (in the sense in which that phrase 
has been employed by the Republicans) was no longer 
needed as a battle-cry. In fact, the emergence of Titoism 
took from the Truman doctiine some time ago any meaning 
that it ever possessed apart from the Greek-Turkish aid 
programme itself. The President’s immediate purpose had 
been to sell that programme to Congress and the American 
people ; the doctrine has never been applicable, nor has it 
been applied, to other countries. (The New Republic, having 
pointed out that the Truman doctrine “led Henry Wallace 
to forsake the Fair Deal,” prophesies that, after Mr Acheson’s 
speech, he is likely to end his “ die-hard fight ” and return to 
the fold—which would be a most embarrassing by-product 
of the speech.) 


But the Secretary did something more important than 
burying the bones of a dead policy. He expounded a new 
one—or, perhaps, reminded his audience of what the old onc 
started out to be. The Truman doctrine, after all, though 
an isolated example, has been successful ; neither Communism 
nor Russia has overrun Greece and Turkey and the emphasis 
on the military side of the programme, which was so dis- 
liked on the left wing, has given way to an emphasis on the 
economic. In the Balkans, for special reasons, the Atlantic 
Pact phase came before the Marshall Plan phase. In the 
rest of Europe it did not, 


In Asia, where the presence of foreign armies and foreign 
industrialists is a reminder of the past, there is to be an 
even more cautious approach. Since “ it must be clear that 
no person can guarantee these areas against military attack, 
. . . the initial reliance must be on the people attacked . . . 
and then upon . ... the entire civilised world under the 
Charter of the United Nations.” Administratively and indus- 
trially, “ the western powers . . . know techniques .. . all 
of which can be helpful and those we are preparing to make 
available if they are wanted.” Communism and its spread 
are to be resisted because of “ the right of every people .. . 
to develop in their own way.” This has been greeted as a 


new principle, but it is rather the adoption of an existing 
principle—that of the Commonwealth—and it may have 
been prompted by the realisation that Mr Nehru does not 
intend to join either team in the cold war. 


There is, in fact, less mention of the cold war and less 
mention of the points of friction with the Soviet Union than 
in any pronouncement by a Secretary of State for a long 
time. There is no picture of an iron curtain with, on either 
side of it, forces. forever opposed to each other. There is 
instead an implied suggestion that there are large areas which 
both sides could profitably leave alone. There has certainly 
been a discovery that there are large areas which would like 
to be left alone. Since the announcement that the Russians 
had exploded an atomic bomb, security has become, for many 
of these areas, less a matter of having an American army 
stationed on their frontiers than of developing a neutral 
position. 


And since that announcement there has been a sudden 
burst of interest, in the United States, in the hydrogen bomb, 
which is no novelty except as a device for scaring people 
into either a new arms race or a new attempt to come to 
terms with the Russians. During the last few weeks it has 
been used as both: the supporters of preventive war have 
spread reports that full-scale manufacture will soon begin, 
while those who think that the Baruch plan for international 
control of atomic energy is something less than sacred cite 
the hydrogen bomb as a reason for a more flexible approach 
to the problem. in the United Nations, There is, indeed, 
everywhere—and the Secretary’s speech is but one example— 
a feeling that the state of tension which has been normal for 
the past three years cannot go on much longer. 


* 


But this is an election year and the Administration would 
like some dramatic success in foreign policy before November. 
Indeed, they would like it earlier ; last week’s narrow defeat 
in the House of Representatives of the Bill for aid to Korea 
is a sign that foreign aid programmes have not got the 
attraction they once had. Some “ positive” policy would 
be welcome before the European recovery debates begin. 
Mr Acheson’s policy was genuinely positive but, unfortu- 
nately, the word has grown to mean a policy with elements 
of drama, a policy which collects allies and enemies. Such 
policies cost money and Congress does not want any more 
costly policies at the moment. 


**AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Although Mr Truman has concentrated his attention on 
domestic policies since his re-election and will no doubt 
base the election campaign this autumn on them, he does 
not, obviously, want to be vulnerable on foreign policy. 
The collapse of Nationalist China has made the Administra- 
tion vulnerable—quite unfairly, because Chiang Kai-shek 
has been an exclusively Republican protégé for the last three 
years—and some equally spectacular victory would be 
appreciated. The success of a move such as 1948's suggested 
“ 'Vinson-to-Moscow””’ mission would be a_ spectacular 
victory. But the Secretary of State must know very well 
how such an adventure would be suspected in the rest of 
the western world and, also, how unlikely it would be to 
produce any results. He can also have few illusions about 
the prospects of another meeting of the Big Four Foreign 
Ministers. 

Mr Acheson’s position is not easy. His party needs a 
success to offset the failure in China. Formosa itself, in spite 
of its present prominence in the Republican programme, is 
hardly likely to be a live issue by November, but the exten- 
sion of Communist control to other areas cannot fail to be 
one. Mr Acheson’s speech clearly shows that he believes 
that the best hope lies in not rocking the boat. But quiet and 
undramatic policies do not show results in time to win 
elections or to pass needed appropriations. The best chance 
of ending the cold war, in fact, is to let it die away. But 
there are probably few people in Congress or in the country 
who are prepared to wait for it to do so. 


American Notes 
The Hiss Tragedy 


Nearly eighteen months and two long trials ago, one 
of America’s most respected and able young men, Mr Alger 
Hiss, was accused by a renegade Communist, Mr Whittaker 
Chambers, of passing secret government papers to a Com- 
munist spy-ring in 1938. Last week a New York jury 
managed to agree that Mr Hiss had committed perjury 
when he denied having done this or having seen Mr 
Chambers after the end of 1936. Mr Hiss’s appeal against 
his sentence of five years, half the maximum penalty, in jail 
will, it is said, be taken as far as the Supreme Court if 
necessary, and if funds can be found to carry on the fight. 
The judge refrained from fining Mr Hiss, after his counsel 


pleaded, as is well known, that he was already ruined 
financially. 


The statute of limitations made it impossible for Mr Hiss 
to be tried for espionage but, in effect, the verdict condemns 
him on this as well as on the perjury charge. It is difficult 
not to feel that the latter accusation has been proved, but 
those who know Mr Hiss still find it incredible that he 
should have been a spy. It has long been rumoured that 
he is protecting someone else ; certainly he never dreamt 
that the unreliable Mr Chambers, a self-confessed perjurer, 
would be believed rather than a public servant of un- 
blemished reputation. 

* 


But Mr Chambers had solid facts to bear out his words— 
documents in Mr Hiss’s handwriting or typed on the machine 
which he and his wife could not, try as they would, prove 
that they had disposed of before the relevant dates. These 
“immutable witnesses,’ rather than the changeable human 
ones who contradicted each other in the witness-box, were 
the basis of the jury’s verdict. At this second trial the 
defence was allowed to call psychiatrists to testify on Mr 
Chambers’s psychopathic personality but, under the expert 
mockery of the prosecuting attorney, they helped neither 
Mr Hiss nor their profession. Another new witness was 
Mrs Massing, ex-wife of Gerhard Eisler, who testified that 
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she had known Mr Hiss as a member of the Communist 
underground in 1935. The judge’s refusal. to allow her to 
appear at the first trial had led to accusations that he was 
showing partiality to Mr Hiss in order to save the Admini- 
stration from the shame of having one of its favourite sons 
convicted. 

Mr Hiss’s close association, in the initial stages, with the 
policies that have now developed into the Fair Deal at home 
and co-operation abroad, give his case far wider significance 
than the similar cases being conducted against the labour 
leader, Mr Harry Bridges, accused of perjury in concealing 
his Communist membership, and against Miss Judith 
Coplon, charged with giving government papers to the 
Communists. The tragedy of Mr Alger Hiss is more than a 
personal one for him. It will make other government 
servants, who flirted with Communism in the days when it 
was fairly respectable, go cautiously about liberal and inter- 
national business for fear of attracting the jubilant eye of 
the Un-American Activities Committee. This Commitice 
was the first to dig into Mr Hiss’s past and it feels that his 
conviction is an irrefutable and everlasting answer to its 
critics in general and to Mr Truman in particular. And 
those who contend that the Administration’s policy in China 
has been influenced by pro-Russians in the State Department 
have gained a new argument. Mr Acheson, however, with 
his characteristic courage, but also with the authority of 
the Sermon on the Mount, has declared: “I do not intend to 
turn my back on Alger Hiss.” 


* x * 


Baiting the Tax Hook 


Congress will not fail to rise eagerly to the President's 
suggestion that the war-time excise duties on transportation, 
long-distance telephone and telegraph charges, and such 
articles as jewellery and luggage, should be reduced. Indeed, 
it is accounted a victory for the Administration that the 
Senate has withstood the temptation to proceed without 
waiting for Mr Truman’s green light. Traders are already 
complaining that their customers, certain of early relief, 
have almost ceased buying. 


The greater need, however, is for measures that, in time, 
will increase revenues, reduce the deficit, and share the tax 
burden more fairly. To this end, Mr Truman urges that 
certain glaring loopholes in the present law should be blocked 
up, and that, while small business should be given some tax 
relief, another $1 billion should be raised from corporation, 
estate, and gift taxes. Mindful that once before, in 1948, 
another election year, Congress nimbly swam off with the 
bait, leaving Mr Truman holding an empty tax hook, the 
President made it clear in advance that he would veto any 
Bill providing for reduction of excise taxes unless it also 
provides for new revenue to offset the loss. 


In the President’s view, excise relief should not exceed 
the amount of revenue that can be prevented from running 
away through excessive depletion allowances for oil and 
mining firms, the failure to tax insurance companies on 
their investment income, and abuses of the capital gains 
tax and of the tax-exemption granted to non-profit institu- 
tions. A number of the latter operate profitable businesses 
without making any contribution to taxes. The House is 
about to vote on a Bill reducing the exemption of insurance 
companies. But the stopping up of all these leaks is not 
expected to bring in more than about half the $1.3 billion 
collected at present from the seven excise duties the Presi- 


dent selected for reduction, and Congress may not be content 
to stop there, 


Even if Congress swallows the President’s line hook and 
sinker, which is unlikely, it will be, some time before the 
loss of excise revenue is made. up and longer before there 
is a net increase in revenue. Any yield from an increase in 
the tax rate on corporations earning more than $50,000 4 
year would not begin to come in until March, 1951. Loop- 
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hole plugging is equally slow to show a return, while estate 
and gift levies are even more laggard tax collectors. Defend- 
ing himself against Congressional advocates of a balanced 
budget now, Mr Truman urged that over-hasty cuts in 
spending or increases in taxes might, by setting off a busi- 
ness decline, make a balanced budget impossible to obtain 
in later years. The moderation of the President’s tax pro- 
posals, and the reluctance of Congress to increase corpora- 
tion levies, suggests that this risk of a balanced budget is 
neither very real nor very immediate. 


* * *x 
Super-Hiroshima ? 


The confusion of American thought on atomic questions 
has been further confounded by news of a new super-bomb, 
as superior to the atom bomb as that is to traditional high 
explosives. The lid of this Pandora’s box was indiscreetly 
lifted some weeks ago by Senator Johnson, under the influ- 
ence of a television appearance, and since then there has been 
much speculation on the hydrogen bomb which, it is agreed, 
lies inside. The Alsop brothers have announced in their 
press column that the new horror is 1,000 times more power- 
ful than the original atom bomb dropped on Hiroshima and 
that each hydrogen bomb is capable of devastating 100 
square miles. 


Mr James Reston and the New York Times’s scientific 
correspondents have now produced more authoritative fore- 
casts, although official secrecy is still complete. The theory 
of the hydrogen bomb has been known to scientists all over 
the world since the nineteen-thirties. It depends upon the 
creation of energy not by nuclear fission, but by the fusion 
of hydrogen atoms, the production of new suns on earth. 
This was, however, not feasible until the atom bomb was 
available to generate hitherto unattainably high temperatures 
and pressures. The scientific and industrial problems of 
manufacturing the hydrogen bomb are apparently, as far as 
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can be judged before an actual start is made, much simpler 
than those that had to be solved in the development of the 
atom bomb. In theory there is said to be no limit to the 
possible explosive power of the super-bomb ; in practice the 
Alsop estimates may be somewhat modified. But as regards 
expense, they may have exaggerated when they put the 
possible cost of the hydrogen bomb at about $4 billion, the 
same as the original atom bomb, produced with wartime 
urgency and prodigality. Mr Reston thinks something in the 
region of $200 million is more likely. 


There is little doubt, therefore, that the hydrogen bomb is 
a practical proposition, but President Truman, and the small 
group of high officials who are understood to be studying 
the question on his behalf, must make up their minds whether 
the hydrogen bomb justifies its cost by its military value. 
If it is decided that the bomb is worth while from the tech- 
nical point of view, then the moral issue must be faced. - In 
time of peace this is not a matter for officials alone, but for 
all Americans. Still conscious of a sense of guilt that their 
country was responsible for the atom bomb, most of them 
will be revolted by the hydrogen version that does not even 
excuse itself with beneficial by-products. But this time they 
are being told that it is not a question of starting an arms 
race, but of keeping their place in one. The Russians can, 
and will not hesitate to, begin work on a hydrogen bomb. 
It seems probable that the United States will do the same, 
although President Truman will also, it is thought, in spite of 
his denials, make a new attempt to secure international control 
of atomic energy. 

* « » 


Playing Politics with Civil Rights 


Margarine won its long battle against butter last week. 
The yellow substitute, a product made in part from Southern 
cotton-seed oil, will no longer be subjected to discriminatory 
federal taxes, though under the new law it can only appear 
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im triangular pats and pounds, to prevent it masquerading 
as its more expensive rival. This victory puts an end to the 
hope—rather a forlorn one—that the Southerners would put 
their economic interests before their racial beliefs, and 
swallow a civil rights rider if it were attached to the 
margarine Bill. It has been more common for the dairy 
bloc to introduce the civil rights issue—as was done this 
time—in hopes of blocking the margarine reform. 

The Administration has no intention, however, of letting 
the civil rights programme drop. With a Senate filibuster 
barring the way, the hope of passage is remote, but Mr 
Truman is determined to force a showdown on this and 
other issues to demonstrate, for the benefit of the voters, 
as he said last week, “who are our friends and who 
are not.” The Administration’s Bill to ban discrimination 
in employment against Negroes, the Fair Employment 
Practices Committee Bill, is scheduled for Senate debate at 
the beginning of March. Last week the House was the scene 
of a Southern attempt to prevent a similar measure from 
reaching the floor at all. In the first fine rapture after Mr 
Truman’s re-election, the House broke the long-standing and 
arbitrary power of the Rules Committee to pigeon-hole Bills 
it did not favour. The move was welcomed as a long step 
toward democracy and full responsibility in House procedure. 
In this session, however, the Rules Committee—on which 
evén now Southern Democrats and Republicans reign 
supreme—revolted and demanded a revival of its dictatorial 
authority. The Southern calculation was that the Republi- 
cans, determined to block the “ spendthrift ” Fair Deal, could 
be counted upon to help. For this session, at least, such a 
retrograde step would have stifled, not only the FEPC, but 
the Administration’s Brannan plan for farm prices, the Bill 
repealing the Taft-Hartley Act, and health insurance—all of 
them measures to which the Administration wants to demon- 
strate its loyalty. 

The refusal of many Republicans to succumb to tempta- 
tion was due to the fear that. if they co-operated with the 
Southerners, their Negro supporters would interpret it as a 
betrayal of the Republican pledge to support civil rights 
legislation. They knew that Mr Truman stood ready to 
exploit any mis-step. The reform of the Rules Committee 
was upheld, in the end, by 236 to 183, a considerable 
Administration victory. The chairman of the Labour Com- 
mittee is now free to demand the discharge of the FEPC 
Bill—if he can catch the Speaker’s eye. On Monday Mr 
Rayburn’s eye was unaccountably hard to catch ; it alighted 
instead on a committee chairman fighting the worthy, and 
less inflammatory, battle for Alaskan statehood. The 
next opportunity does not arise for a month. The 
Republicans will watch with lively interest to see whether 
Mr Rayburn’s loyalty to the President then outweighs his 
Southern instincts. 


* * x 


American Banks in 1949 
The background against which the American banks 


were working through 1949 was by no means unfavourable, 
in spite of the sharp contraction in commercial, farm, and 
industrial loans which lasted from the end of 1948 until 
mid-summer, Relief for the banks followed the reflationary 
policy adopted by the Administration from the spring of 
1949, beginning with the relaxation of margin requirements 
for the Stock Exchange, and easier regulations for instal- 
ment credit. Bank reserve requirements were cut sharply 
from time to time, releasing substantial balances for loans 
and investment. Over the year as a whole, therefore, earn- 
ing assets were appreciably higher than in 1948:— 
US CommeErcIAL BANKS 
{In Billion Dollars) 


Govt. Other 

Loans Securities Investments 
Dee. 1948... ccsvess 42-5 62-6 9-2 
Mar., 1949......... 42-4 60-9 9-2 
URC... os'.0000enie 41-2 63-0 9-5 
Spt, ip cscstfiads 41-8 66-8 10-2 
itis: a ek 43-2 67:5 10-3 
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Banks’ generally showed no marked change from 
1948. In 1950, with the business outlook suggesting fair 
stability in incomes and employment for some way ahead, 
the volume of loans should rise further, and there will be 
scope for the profitable employment of funds in financing 
the Treasury deficit. On the other hand, it will presumably 
be difficult to check the advance in expenses. The banks. 
too, will be fortunate if they can repeat the profits secured 
in 1949 as a result of the rising bond market. 


Perhaps the most interesting development towards the 
close of the banking year was the open duel between the 
Treasury and the Federal Reserve Board on monetary 
policy—and the prospect it opens of a fundamental shift 
in control. This controversy, which has been no more than 
half-concealed for many months, entered a new phase with 
a recent report by a Congressional sub-committee on mone- 
tary and fiscal policy. In brief, the report advocates central 
control for all federal loan activities, and the declaration 
by Congress that “ the primary power and responsibility for 
regulating the supply, availability, and cost of credit shall 
be vested in . . . the Federal Reserve system, and that Trea- 


sury actions . . . shall be made consistent with the policies 
of the Federal Reserve.” 


There will be intense opposition to any loss of the Trea- 
sury’s dominance over monetary policy. But this report is 
a powerful reinforcement of the statement, made last June 
by Mr Thomas McCabe, chairman of the Board of 
Governors of FRB, that the reflationary policy then adopted 
“ signified removal of the ‘ strait jacket’ in which monetary 
policy has been operating for nearly a decade”. Altogether. 
it suggests that any further upsurge of inflationary pressure 
will meet with stronger restraints than were permitted by 
the Treasury from 1946 to 1948. 


Shorter Notes 


Mr Myron Taylor has resigned as Special Ambassador to 
the Vatican, a position which he has held for ten years, as 
the personal representative first of President Roosevelt, then 
of President Truman. This was a special mission, set up to 
deal with war and postwar problems, and it is not certain 
that Mr Taylor will be replaced. The United States had not 
previously had diplomatic relations with the Pope for many 
years and Protestant groups have made a habit of protesting 
against Mr Taylor’s official presence in Rome. 

x 


New York’s buildings age more quickly than its women, 
but even so the Ritz-Carlton Hotel hardly seems to qualify 
for demolition on this account. Only forty years old, suil 
luxurious and fashionable, worth $2 million apart from its 


site, it is nevertheless to be pulled down to make room for 
an office building. 


* 


The US Tariff Commission has decided that there is not 
sufficient evidence to warrant an investigation of claims by 
American producers of narcissus bulbs and wool berets that 
they are in danger from foreign imports. The first such 
investigation was ordered last April into the case of spring 
clothes-pins, and the Commission has just announced that 
the manufacturers failed to prove that they were being 
seriously injured by imports of these articles. 

* 


_ What is alleged to be America’s first complete new atlas 
since 1919 shows the change that has occurred in the US 
attitude to the rest of the world during that time. Unlike 
its predecessors, this atlas begins with maps of the world 
overseas, instead of with North America. 

* 


In the second half of this century $9 foreign governments 
are due to repay the United States over $13 billion, mostly 
borrowed since the second world war, but not including 
direct gifts made through Unrra, the Marshall Plan, etc. 
Great Britain owes 56 per cent of the total. 
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THE WORLD OVERSEAS 





The Franco-German Dispute 


(From Our Paris Correspondent) 


[eee the last few days the Parisian press has been 
quick to point out that the quarrel over the impending 
negotiations between France and the Saar is really a German 
ballon d’essai in Germany’s final struggle to shake off the 
western Allied fetters. The somewhat belated and some- 
how unconvincing declaration of support of the French 
position given by Mr Acheson at the weekend has not ex- 
cluded, in French opinion, the possibility that the United 
States will next appear as a mediator between the two 
parties. Mr McCloy, in particular, is considered to repre- 
sent the view that the only solution to the Franco-German 
malaise is the internationalisation of the Ruhr, the Saar, 
amd the heavy industry of Lorraine, Luxembourg and 
Belgium within the framework of the Council of Europe. 
The opinion that Dr Adenauer’s Saar claim was internally a 
put-up show is, in French eyes, confirmed by Herr 
Schumacher’s remarks during a speech in a factory that 
“the policy of the Federal Government towards France 
has hitherto been a disastrous illusion” and “the western 
Powers are pursuing in the Saar a truly Soviet policy.” As 
to the statement of Herr Dehler, German Minister of Justice, 
in which he denied German responsibility for the two World 
Wars and attributed the rise of Hitler to the Treaty of Ver- 
sailles and the “ pusillanimity of the French,” the French 
public can but smile its weary “I told you so.” The fact 
that the High Commissioners will not, it is supposed, demand 
the removal of Herr Dehler from his office, judging it 
opportune to confine themselves to the veto on the removal 
of petrol rationing increases, or rather confirms, France’s 
sense of impotence before Germany. 


French Scepticism 


The Anglo-Saxon notion that it is the business of the 
western occupying powers to help Dr Adenauer gain the 
confidence of all Germans in face of Soviet nationalist 
propaganda cuts very little ice in France. The French 
are not much interested in the political opinions of Germans 
which to them seem always the same, nor in Allied preference 
for this or that politician, which they regard as in any case 
temporary. (They would much rather that Dr Adenauer was 
“the Chancellor of the Allies”). The Quai d’Orsay, which 
has beaten its sorrowful retreat from its earlier positions 
(German Confederation, separation of the Ruhr and the 
Rhineland and so forth) to the fast ditch of the Ruhr 
Authority and the Military Security office, is now confronted 
with a German Government pouring forth cataracts of good 
old pan-German propaganda under the noses of the occupa- 
tion authorities. M. Schuman, the most conciliatory of 
French Foreign Ministers and the most understanding of 
Germany, is subjected at Bonn to the kind of pressure which, 
for Anglo-Saxons, appears inevitable, patriotic and, some 
even seem to think, honourable. It should not be forgotten 
that the majority of Frenchmen of all political opinions regard 
this type of Allied diplomacy as silly, woolly tomfoolery. 

Not that the French reaction has been violent. The Bonn 
crisis together with Germany’s deliberate refusal to con- 
clude the Franco-German trade pact, the signature of which 
has been adjourned sine die, has on-the whole caused more 
pain than anger in the press. Le Monde does not even 
reject outright the solutions of the Bonn memorandum— 


internationalisation of the Saar and a plebiscite. The 
editorial simply objects to the timing of these German 
proposals, neither Germany nor the Saar being, in its view, 
at present in a position to decide the issue finally. The 
Socialist Populaire dismisses as an absurdity the German 
case that the Saar, being legally the twelfth Land of the 
Federal Republic, should revert to Germany politically while 
remaining economically attached to France, 


M. Grandval’s Views 


Monsieur Gilbert Grandval, French High Commissioner 
in the Saar, has stated the position of the French Govern- 
ment on the merits of the case. The aim of French policy is 
“to develop the particularism, the independence and the 
political and administrative autonomy of the Saar, but with- 
out prejudice to the decisions of the peace treaty.” There 
is no intention of creating a fait accompli but rather of 
taking the opportunity of removing the effects of French 
occupation. The proposed measures would be equally useful, 
whether the signature of the peace treaty with Germany 
were near or far. At the peace conference France would 
never claim the Saar mines for herself ; she would claim them 
for the Saar. In the meantime the forthcoming talks would 
aim to co-ordinate their production with that of the French 
mines in a beneficial manner. It was also obviously desirable 
that the link-up of the Saar railways with the French system 
Should be continued ; it was equally desirable that freedom 
to work in France and the Saar should be enjoyed by the 
citizens of both countries, for freedom of movement was the 
declared aim of the Council of Europe. Finally, it was natural 
that he, M. Grandval, should now become something other 
than a high commissioner. In a reference to German motives 
M. Grandval said that to internationalise the Saar—or any- 
where else—before it had been proved whether Germany 
regarded the Council of Europe as a means or an end would 
be a tragedy. “If, however, it is an end, there is no more 
Saar question” but Germany’s good faith must first be 
proved. 


Criticism of British Policy 


British support of France has caused satisfaction. The 
opinion nevertheless persists that British policy in Germany 
has failed ; and, as always, for the reason that the British 
administration is obsessed with notions of democracy and 
justice which are as unfamiliar to the Germans as Chinese 
poetry. For the French, experimental democracy in 
Germany is a luxury which cannot be afforded in the cold 
war. It can be afforded neither politically (uncontrolled 
German resurgence is one of the few really strong points of 
French Communist propaganda) nor militarily. For in the 
measure that the idea of the defence of Europe is seriously 
entertained, it is entertained by the likes of General de Gaulle 
who envisage the creation of a nuclear Franco-German army 
under complete political control of the Allies. This is, 


indeed, an extreme position: most Frenchmen do not want — 
the German army. But no Frenchman wants a fluid, schem- 
ing Germany nor does it occur to him that an effective method 
of avoiding one is to allow German politicians to denounce 
the Western Allies in order to win followers frem Herr Pieck. 
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India’s Republican 
Constitution 


[FROM OUR DELHI CORRESPONDENT] 


Own November 26, 1949, the people of India, having solemnly 
resolved to give their nation a sovereign democratic republic, 
and to secure to all its citizens justice, liberty, equality, and 
to promote among them fraternity, gave themselves a con- 
stitution ; part of this came into force immediately ; the 
rest from January 26, 1950, when the new Republic was 
born. This date is the anniversary of the first declaration 
of independence, twenty years ago. 


The men who assembled on December 9, 1946, to frame 
India’s new constitution, were not subject to strong emotion 
or revolutionary fervour. There had been no tennis court 
oath; there had not been, and was not to be, a War of 
Independence. Yet the three years which were to follow 
while their deliberations proceeded were crowded with 
unforeseen events of great moment and peril, which have 
left their mark in the difference between the constitution 
as at first conceived and the instrument which has at last 
emerged. 


Before partition the framework envisaged did not differ 
greatly from that of the Government of India Act of 1935. 
The units of the federation would be strong, the centre 
comparatively weak ; separate electorates and reservation of 
seats for minorities were taken for granted: the relationship 
of the princely states with the rest of India was still un- 
resolved. Partition changed all that: much of the argument 
for a weak centre fell away, and Congress India began to 
feel its way back towards the days of its opposition to the 
1935 constitution, when provincial autonomy and separate 
electorates were both anathema. Meanwhile, by a process 
which claimed no constitutional sanction, but which was 
politically both necessary and effective, the states were being 
welded together, with each other and with the provinces, 
many being taken over as centrally administered areas. A 
further impulse towards centralisation was supplied by the 
dangers, political and economic, which threatened the 
existence of the union, and the demeanour, not always co- 
operative, of provincial governments in face of them. Not 
least important among the events of these three years is 
one which has left no mark on the constitution itself, but is 
perhaps more significant than all its articles put together— 
the recognition by India of the King as the head of the 
Commonwealth, of which it is, by its own choice, a member. 


165 Days of Debate 


The stages by which the constitution took shape were 
these: The Indian Constituent Assembly had been set up on 
the recommendation of the Cabinet Mission of 1946. A 
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“ resolution of objectives” was passed, and now forms the 
preamble to the constitution. Committees then reported 
on various aspects of the constitutional field, and the first 
draft was prepared by Sir B. N. Rau. The drafting com- 
mittee then got to work, under the chairmanship of Dr, 
Ambedkar, who, on his own admission, entered the Consti- 
tuent Assembly with no greater aspiration than to safeguard 
the interest of the scheduled castes. To him, however, fel] 
the task, during the next two years, of steering the constitu- 
tion through the Assembly, of whose members comparatively 
few displayed breadth of view or grasp of the essentials. — 


From February, 1948, debate on the new draft proceeded 
in full Assembly ; 2,473 amendments were moved. The 
third reading was completed 21 months later. Sir B. N. 
Rau’s draft of 243 articles and 13 schedules had become 
395 articles and 8 schedules. From beginning to end, the 
Constituent Assembly had sat for 165 days, in 11 sessions. 
By comparison, the American Constitution was completed 
in four months, but had only seven articles. The constitu- 
tion is written in English, although Hindi has been 
prescribed as the national language of India. Underlying 
its entirely new features, its chapter on fundamental rights 
and its directive principles of state policy, are large chunks 
taken almost verbatim from the Government of India Act 
of 1935. One might therefore assume that it is a conserva- 
tive document ; indeed some of its critics have said that it 
is not only conservative but reactionary. But an instrument 
which, at one stroke, enfranchises 160 million men and 
women, which abolishes “untouchability”, which declares 
all its citizens—irrespective of religion, race, caste or sex— 
to be equal before the law, can by no stretch of meaning be 
described as reactionary. Moreover, the unprecedented ease 
with which it can be amended—by a two-thirds majority in 
Parliament, and, in the case of some provisions, by a simple 
majority—invests it with an almost dangerous mutability. 


The constitution is a compromise, not only between ideas 
of east and west, but between other constitutional examples. 
Compromise is evident in the position of the President. 
Like the American President he is elected ; thereafter he 
assumes the position of the British monarch. He has con- 
stitutional powers amounting, in certain emergencies, to 
the right to suspend part of the constitution. He can 
address, or send messages to Parliament. But in all things, 
the President is, by convention, to act on the advice of his 
Ministers. 


The Impress of Gandhi 


Another compromise appears in the chapter on funda- 
mental rights. It is here, and in the directive principles of 
state policy, that the impress of Mahatma Gandhi is most 
clear. These chapters include the abolition of “ untouchabi- 
lity”, the organisation of village panchayats, the promotion 
of cottage industries: they declare the right to work, to a 
living wage, and to equal pay for equal work: they direct 
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the State to endeavour to prohibit consumption of intoxi- 
cants and cattle slaughter. But, in stating the right to 
freedom of speech and expression, the protection of personal 
liberty and the right to property, the exceptions and provisos 
are so categorically set forth, as to amount, in the opinion 
of some, to a denial of the very freedoms which they purport 
to establish. 


The unification of India, greater even than that achieved 
under British rule, is expressed in three main ways. A 
single citizenship for the whole of India ; a common official 
language—Hindi (but English to be retained for 15 years): 
and the integration of the Indian States with the Union, to 
a degree unhoped for even six months ago. The Central 
Legislature, and that of some of the provinces (hereafter 
to be called states) will have an upper chamber. These 
upper chambers can hold up temporarily, and direct re- 
consideration of, measures passed by the lower houses of 
which they do not approve: they cannot prevent them. 
The judiciary, which is to be separated as soon as possible 
from the executive, will guard the law and the rights of the 
individual. The Supreme Court of India will have wider 
powers than the highest court in any federation. It is the 
final interpreter of the constitution, the final court of civil 
appeal, and has criminal appellate jurisdiction in certain 
cases. An independent Controller and Auditor-General will 
guard the finances of the Union, and secure that the revenues 
both of the centre and of the states are not applied to any 
purpose without proper authority. 

The features of the constitution which have attracted most 
controversy are adult suffrage, and the powers of the Union 
centre. The present, comparatively small, electorate in India 
is based mainly on property qualifications, At the next 
elections some 4,500 representatives in all the houses, central 
and provincial, will have to be chosen, in 4,000 constituencies, 
by approximately half the population of India—some 160 
million voters, the greater part of whom are illiterate vil- 
lagers. Dr. Rajendra Prasad, who has just been elected the 
first President of India, and who describes kimself as a man 
of the village, has said this is an act of faith by which he, 
for one, is not dismayed. 


As for centralisation of power, this has been one of the 
developments which has justified the leisurely progress of 
the Constituent Assembly. A strong federal centre has 
emerged, partly through allotment to the centre of the lion’s 
share of legislative and executive authority, expansion of 
the “concurrent list”, and giving the centre residuary 
powers ; and partly by the provisions for overriding the 
authority of provincial (state) governments in emergencies. 
Although this concentration of power in the centre does 
not undermine the federal principle, it is nevertheless true 
that it is greater than should normally be necessary, and that 
it is the incompetence and intransigence of some provincial 
governments which have convinced the Constituent 
Assembly, consisting mostly of provincial representatives, of 
the wisdom and necessity for this arrangement, at any rate 
for the present. 


Political Drawbacks 


An outside observer, visiting India while the constitution 
was being shaped, might wonder whether it had any rele- 
vance to India’s future. In a direct sense, of course, it has 
not. The seeds of disruption, as well as of unity and stabi- 
lity, are already planted deep, and are germinating. Which 
will prevail and which will be weeded out will not depend 
on the constitution, but on the people of India and the 
character they show ; on the educated few who fashioned 
this constitution, and the unlettered many whose hands will 
work and may change it. The constitution itself is only a 
workmanlike hoe, which may help to keep the weeds down. 
The outside observer might be depressed, especially if he 
remembers the apparent apathy, more fatal than ignorance, 
of the Indian countryman ; the corruption and selfishness 
among the middle classes; the disunity in the Congress 
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Party ; the centrifugal forces in the provinces ; the dishonest 
tax payers and shy investors; internally, the menace of 
militant, subversive groups, of left and right ; externally, bad 
relations with the next-door neighbour ; overburdened public 
servants ; leadership in the hands of a thin top layer of tired 
national heroes, who lack obvious successors. 


The cumulative effect would be as depressing to the 
observer as reading up his symptoms in a medical dictionary. 
But none of these dangers are as bad as they sound in 
generalisation, and, despite them all, the new India has 
weathered the shocks and trials of its first two and a half 
years remarkably well. What India needs, more than any- 
thing else, is to recapture the sense of political and economic 
security ; and that is no more than what the whole world 
needs. Meanwhile, it has three great bulwarks against dis- 
ruption—its present national leaders, its efficient and devoted 
Civil Service, and its High Courts of proved integrity and 
independence. If the constitution-makers had achieved 
nothing else, they would be entitled to credit for having 
recognised the worth of these. 


Egypt’s Economic Prospects 


[BY A CORRESPONDENT] 


In spite of the convulsions of the last few years, the basic 
facts of Egypt’s economy remain much as they have been 
throughout the century. Everything continues to depend 
on the cotton crop, which still accounts for some 80 per 
cent of the country’s exports. This year has been—like all 
seasons—exceptional, for bad weather retarded picking and 
ginning in Upper Egypt and spoilt much of the crop. The 
result has been that, instead of the 5,000,000 cantars of 
short-staple or Ashmouni cotton which the crop was expected 
to produce (1 cantar is just under 100 Jb.), the crop will 
fall short of requirements by about a million cantars. The 
Alexandria market is at the mercy of bulk buyers from 
Russia, France and Britain (though Britain has not been in 
the market so far this season); and it can no longer rely 
upon the traditional corrective influence of the Liverpool 
futures market. The speculators of Alexandria have there- 
fore had the field almost to themselves, and it is not sur- 
prising that this winter the price of Ashmouni cotton has 
risen on several occasions higher than that of the long-staple 
Karnak, a thing which has not happened more than once 
or twice in a generation. However the total crop, including 
the long staple cotton, is now estimated to amount to 
8,000,000 cantars, which, together with the carry-over at 
September 1, 1949, of 3,100,000 cantars gives a total avail- 
able supply of 11.1 million cantars. This is about 2,000,000 
cantars less than the figure for the preceding season, so that 
as demand remains steady, the statistical position does pro- 
vide some justification for the rise in prices which occurred 
after the season began last September, particularly when the 
devaluation of the Egyptian pound is taken into account. 
The price of Karnak has risen since that time by about 15 
per cent and that of Ashmouni by about §0 per cent. 


Egypt’s imports for the first nine months of 1949 were 
valued at £E127.7 million as compared with £E127.4 million 
in the corresponding period of 1948. But exports have shown 
a notable decrease, the value for the same period being 
£E93.1 million and £E103.5 million respectively, giving an 
adverse visible balance of £E34.6 million in the first quarter 
of 1949, as compared with £E23.9 million in the corre- 
sponding period of 1948. The fall in exports last year. may 
be due to smaller purchases by the British Cotton Com- 
mission in the earlier months ; at all events there has been a 
fall in the percentage of Egyptian exports to the United 
Kingdom in 1949 compared with 1948, though the United 
Kingdom remains far and away Egypt’s best customer in 
spite of the fact that since 1947 Egypt has ceased to be 
a member of the sterling area. The existence of the sterling 
balances, however, inevitably ensures that a large proportion 
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of Egypt's imports are bought from Britain ; in 1949, as in 
1948, Britain supplied some 20 per cent of Egypt’s imports. 
But many Alexandrine importers were complaining this 
winter that the rise in British prices since last September, 


particularly of textiles, had almost priced British goods out 
of the market. 


Fall in Egypt’s Sterling Balances 


An increasing proportion of the country’s trade is now 
carried on through multi-angular barter deals devised by the 
quick-witted Levantine arbitrageurs of Alexandria and Cairo. 
Such deals usually begin with the export of cotton, generally 
involve the sale of transferable sterling at a discount some- 
where on the continent, and end up with the import into 
Egypt of luxury goods from the United States for which the 
Egyptian authorities would probably refuse a permit if it 
were a question of straightforward import. It is easier to salt 
away a few dollars in New York by complicated transactions 
of this kind than by more normal methods of trade. The 
National Bank of Egypt recently estimated that the actual 
sum received in Egypt as the proceeds of the country’s 
exports in 1948 was £E132.6 million, whereas the figure 
according to the official foreign trade returns was £E143.1 
million, so that somewhere or other {E10.5 million has 
escaped the net. 


It is, of course, too soon as yet for any official estimate 
to have been published of the country’s balance of payments 
in 1949. But it is significant that there was a steady fall in 
the outstanding total of Egypt’s sterling balances—negotia- 
tions as to which began in Cairo early this month—through- 
out the year. The figure stood at £E326.7 million (number 
1 and number 2 accounts combined) at the beginning of 
last October compared with £E343.2 million at the end of 
1948. Some interesting official figures were recently pub- 
lished on the balance of payments in 1948. Current invisible 
exports were estimated at {£E62.1 million, which included 
payments on account of the British forces in the Canal Zone, 
£E23.1 million; Suez Canal dues, £E18.4 million—an 
abnormally high figure owing to the closing of the pipe lines 
from Kirkuk that year and the consequently heavy shipments 
of crude oil through the Canal—and interest and dividends 
received { E3,700,000. Invisible imports amounted to £E44.4 
million. The principal items were interest and dividends 
£E6,700,000, cost of transit trade, £E4,800,000, tourist ex- 
penditure, {£E3,800,000, and pilgrims’ expenses abroad 
£E3,500,000, Allowing for an adverse balance of visible 
trade amounting to {E29.9 million, there was thus a net 
deficit on current account. of £E12.2 million, covered largely 
by a reduction in the sterling balances of £E7,700,000. It 
is improbable that many of the invisible items will suffer 
much change in 1949, so that as the visible import surplus 
this year is running at a considerably higher level than in 
1948, it looks as if the deficit is widening, though not yet, 
perhaps, enough to give cause for real alarm. 


There are other indications which give an impression of 
some instability in Egypt’s economic system. Prices, for 
instance, are constantly increasing, and it is misleading to be 
guided by the official indices, for these are based on the 
controlled prices at which it is almost impossible for the 
housewife to buy. The note issue of the National Bank has 
been steadily increasing, though the increase arises partly, 
it is true, from the higher level of cotton prices. Moreover 
the budget for 1949-50 finally passed last August showed that 
expenditure at {£E187.5 million exceeded revenue by no less 
than £Ez9.7 million. Expenditure incidentally included as 
much as {E50 million for the armed forces, which was justi- 
fied on the ground that, as the Anglo-Egyptian treaty can no 
longer be regarded as in operation, Egypt must now provide 
for its own defence. The cost of the Palestine fiasco is, of 
course. included. The budget deficit was to be covered by 
part of the loan of £E30 million raised to meet the cost of 
that campaign, and by drafts on the reserve fund, two future 
inflationary symptoms. More significant, perhaps, than all 
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these developments is the building boom which has been 
ragine in Cairo and Alexandria during the past two years, 
and which has rendered parts of Cairo, at any rate, almost 
unrecognisable to the British soldiers who knew it in the 
war. The volume of new construction is due partly to the 
backlog which arose during the war years, and partly to 
the instinctive urge of the Egyptian who has made money to 
put it into bricks and mortar; a certain lack of confidence 
in the currency has undoubtedly been a contributory factor. 


Growing Pains in Industry 


On the other hand the amount of industrial activity is con- 
siderable for a country which has for so long been almost 
exclusively agricultural. There has been for years a well 
established textile industry, of course, though the recent rise 
in the price of raw materials has seriously reduced its margin 
of profit. Many other industries were started in the wave of 
nationalistic autarky to which the war gave rise. Not all of 
these are sound. There is a tendency to assume that if an 
intelligent Egyptian is sent to the United States for a few 
months it is possible to dispense with foreign technicians, and 
this policy has not always proved a success, notably in the 
plastics industry. The rayon industry, too, is suffering from 
growing pains. Prospects are not improved by the xeno- 
phobe measures, which the governments of the last few 
years have felt compelled to introduce in order to divert 
attention from the country’s more pressing but more 
embarrassing ailments, and which a strong government may 
now perhaps do something to relax. There is no doubt that 
such steps have discouraged many of Egypt’s traditional col- 
laborators. The £E3,000,000 Edfina barrage scheme put out 
to tender last year was the first such contract for which no 
British firm submitted an offer, and several large contracts 
have recently gone to American concerns. It is to be hoped 
that such transatlantic confidence in Egypt’s future will prove 
to be well founded. It would certainly be an exaggeration to 
suggest that the economic collapse of Egypt is impending. 
But that there are elements of instability on the economic 
as well as the political front cannot be denied. 


What is perhaps most disturbing of all is the reversion to 
Oriental methods of a country which has had such close tes 
for so long with the west. The economic history of the 
fellahin consists of long periods of intense exploitation 
punctuated by short periods of intense progress. Though 
the British era did not bring unmixed blessings, it can fairly 
be called a period of progress. There is every sign that 
another age of exploitation has begun. The administrative 
machine seems to be slipping back rapidly to the days of the 
Khedive Ismail when its incompetence, its graft and its cor- 
ruption was a byword ; and though the exploitation of the 
fellah has not yet attained the refinements of the Ptolemaic 
Age, it has reached a high degree of efficiency. Many intclli- 
gent Egyptians realise that their country has thus become a 
most fruitful breeding-ground for Communism, and it has 
become fashionable for most, if not all, political parties to pay 
lip-service to the idea of exterminating poverty, ignorance, 
and disease. Unfortunately for the fellahin it is contrary to the 
immediate interests of the governing classes that a campaign 
with this object in view should be started, It will be interest- 
ing to see whether the recent election will produce any real 


change of front ; many European observers will be astonished 
if it does. 


Population Trends in Europe 


[BY A CORRESPONDENT] 


THE split between east and west in Europe gives added 
significance to all discussions concerning the size and growth 

tion in various parts of E . For it is obvious 
that if the two great blocs into which Europe is now divided 
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“Glad you like this sherry 
—its South African 


It’s extremely good. I got some 
South African wine the other 
1 ee 


I know. A good wine, but not 
of this quality. 


Precisely, but why the dif- 
ference ? 


Well, this is a truly representa- 
tive South African wine. You 
see, though the Cape has been 
for centuries one of the world’s 
finest wine countries, it couldn't 
compete in Britain with European 
countries until Empire wines got 
a duty preference twenty years 
ago. That bucked up the South 
African industry. 


But why haven’t we tasted such 
wines before ? 


Because really fine wines are 
achieved by selectivity, experi- 
ment and slow maturing. South 
Africa has done as much in 
twenty years with some wines as 
the Continent has in generations. 


Only certain wines, then ? 


SOUTH AFRICAN WINE FARMERS 


So far. All are good, but not all 
are fine. The improvement is 
naturally progressive. 


Were South African wines well- 
known here before the prefer- 
ence twenty years ago ? 


Now you're delving into history. 
They used to be very popular. 
But in 1860 Mr. Gladstone 
removed the Colonial Preference 
and sent the South African wine 
industry into the wilderness. 


Is that likely to happen again ? 


I hope not. Imperial Preference 
has encouraged the South African 
wine growers to tremendous 
efforts. The British Government 
is not likely to lead such an 
important Empire Industry up 
the garden again. It wouldn't 
make sense. 

So we can look forward to 
several kinds of really fine wines 
from South Africa ? 


You certainly can, 
and very soon, too.”” 
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increase at widely different rates, important and far-reaching 
economic and political consequences will result. The approxi- 
mate figures in the table below show that the eastern bloc 
outnumbers the Marshall Aid countries by rather less than 
one-third. There are also striking differences between the 
high birth and death rates of eastern European countries 
compared with the comparatively lower rates in north- 
western Europe. 


PoPpuLATION 1947 


(Millions) 
Marshall Aid Countries Eastern Bloc Other Countries 
se ei eae a, vali 
OUR oka vi oead 6-9 SOM sp eheess 195-0 | Germany 
Relgium..........- 8-5 Albania ...... 1-0 | SES 50-0 
Denmark ......... 4-1 Bulgaria ...... 7-0 ME kis as 16-0 
POOR cs o'xks a dane 40-2 Czechoslovakia 12-2 Spain ........ 27-5 
CmOGUD : .. bas sSeead 7-7 Pisland ...... 3:9 
Joekand 0-1 » Hungary ..... 9-3 
ROOMS i hecki as 3:0 Poland ......- 24-2 
WN ait eh knees 45-8 Rumania...... 15-9 
Luxemburg... .... 0-3 Jugosiavia .... 15°60 
Netherlands ...... 9-6 
Norway .......... 3-1 
Portugal........... 8-3 
ESS RR SRS a 6:8 | 
Switzerland ....... 4-5 
Fer@ey |. os coucens 19-2 
United Kingdom... 49-8 





Rete >. ees 217-9 | 284-0 | 9:35 


These differences are not due to any fundamental dis- 
similarities in the population structure of the various 
ceuntries but rather to the different stages of demographic 
growth which they have reached. These stages can be illus- 
iraied from the population history of an advanced country 
such as the United Kingdom. During the first stage, which in 
ihis country lasted until about the middle of the 18th cen- 
tury, both birth and death rates are high and the margin 
between them is small. The second stage, which lasted unul 
about 1870, is one of rapid growth in which the birth rate 
remains high and the death rate falls rapidly. The third 
stage is one in which the population continues to increase 
but at a declining rate, the death rate falling slowly and the 
birth rate more rapidly. It is logical to conclude that this 
stage will lead to a fourth in which both birth and death 
rates are low and the population will remain stationary or 
decline slowly. 


These stages have not occurred in isolation but have been 
related to various social and economic developments. For 
instance, the substantial fall in death rates which was the 
chief cause of the rapid expansion of population in most 
countries of north-west Europe during the 19th century, was 
itself largely due to the rapid advances made at that time 
in medical science and in public health administration. 
Similarly, the fall in birth rates which succeeded the fall in 
death rates coincided with the rapid growth of industrialisa- 
tien and the large-scale migration of workers from the 
country tc the town. 


Most of the countries of north-western Europe have now 
reached the stage of low birth and death rates in which they 
can expect their populations to remain more or less stationary. 
The Netherlands is an exception, for there, although the 
death rate is very low, the birth rate has not fallen to the 
same extent as in neighbouring countries. In the countries 
of south-western Europe—lItaly, Spain, and Portugal—where 
the birth rate is still high and the present high mortality rate 
will undoubtedly be reduced in the immediate future, the 
populations are increasing fairly rapidly although the rate 
of increase may later fall. 


High Birth Rate in Russia 


It is, however, in eastern Europe, where industrialisation 
and urbanisation are not so far advanced as in the west, that 
the most rapid increase of population can be expected. 
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Poland, Bulgaria, Rumania and Jugoslavia come roughly 
into the same category as Italy and Spain, but it appears izat 
the population of Russia itself will increase during the next 
twenty or thirty years at a rate quite out of proportion to that 
of any other European country. Its population trends are 
at a much earlier stage of development than those of most 
other countries of western Europe and it has, presumably, 
therefore a long way still to go in reducing its mortality rates, 
For instance, the level of the birth and death rates in Russia 
just before the war were much the same as those obtaining 
in this country seventy years ago. The infant mortality rate 
for Russia in 1940 was about 150 deaths of infants under 
the age of one year to a thousand live births, compared with 
the current rate for England and Wales of about 40. Much, 
therefore, still remains to be done in the reduction of infant 
moriality alone. Moreover, the present birth rate in Russia 
is extremely high, and various factors seem to indicate that 
it may not in the immediate future follow the usual trend 
and start to fall. Even if it did decline somewhat from its 
present very high level it would still remain comparatively 
high, and much of the decline would be offset by the fall in 
the mortality rate which will almost certainly occur. In any 
event, it is by no means certain that a substantial decline will 
in fact take place, for, ever since 1936, the Soviet Govern- 
ment has been taking active steps to promote a high birth 
rate with a good deal of success. Russian parents are en- 
couraged to bear and rear children not only by persistent 
propaganda that it is their duty to do so, but also by having 
the economic cost of parenthood made less for them than 
for most other European parents. Russian bachelors, 
spinsters and childless couples are severely taxed. | 


More Productive Age Groups in East 


It seems fairly certain, therefore, that the eastern bloc, 
which already outnumbers the Marshall aid countries, will 
increase its numerical superiority still further in the imme- 
diate future. Professor Notestein has calculated that if there 
had been no war, and if the population trends obtaining in 
Europe before 1940 continued, the total population of the 
Marshall aid countries, excluding Turkey, would have been 
about the same in 1970 as in 1940, but the total population 
of the countries in the eastern bloc would have increased by 
about one-third. It seems unlikely that the war will have 
changed materially such a marked discrepancy between the 
two groups, and it is probable therefore that the present 
numerical superiority of the eastern bloc will, by about 
1970, be increased to about one-half or two-thirds. 


Moreover, the reduction in mortality rates which will prob- 
ably occur in eastern Europe will cause the proportion of the 
population in the productive age groups to rise substantially. 
Professor Notestein has calculated that, whereas in 1940 
61 per cent of the population of the eastern bloc were 
between 15 and 65 years old, by 1970 the figure for this 
age group will have risen to 69 per cent. But in the Marshall 
aid countries the corresponding figures are 67 per cent for 
1940 and 70 per cent for 1970, the increase being almost 
entirely due to Italy. Furthermore, the average age within 
the productive age groups can be expected to rise more 
rapidly in the Marshall aid countries than in eastern Europe. 
Therefore, unless something catastrophic occurs, not only 
does it appear fairly certain that the present numerical 
superiority of the eastern bloc will be substantially increased, 
but it will also acquire a superiority in active manpower of 
even more significance from an economic, political and 
strategic point of view. 


* 


Correction. In the article on “ Planni Norway's 


Defences” on page 144 of The Economist last week the 
reference to the vital airfields at the top of the second column 
should read “ Sola, Gardermoen and Varnes.” 
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‘We in industry have been slack, | think, in not getting over the 
simple plain facts. If that is the purpose of publicity, then the sooner 
we get down to thinking seriously about how to put the matter right, 


the better.”’ SIR FREDERICK BAIN, F.B.1. PRESIDENT. December, 1948 


INDUSTRY’S TROUBLES 
ARE OUR TROUBLES... 


Tue problems of Industry today fall into one of two main groups— 


1. Technological problems. 2. Human relationship problems. 
Technological problems are, generally speaking, being vigorously tackled 
by managements, but the field of human relations is greatly neglected. 

Public relations techniques, in the hands of skilled practitioners, can 
“ redeploy * human relationships. Public relations advice and activity can 
vive modern management invaluable help with that complex of opinion and 
attitude made up of “ publics” grouped as workers, stockholders, dis- 
tributors, consumers, communities, and government. 

The public relations counsel uncovers resistances and maljadjustments 
affecting your legitimate business aspirations. He proposes corrective 
treatments and courses of action. He is an expert in the arts of per- 
suasion and mass communication. His services are as necessary to 
Industry today as those of the accountant, solicitor, production engineer, 
or advertising agent. 


Mathew Crosse & Associates 
28ST JAMES’S PLACE SW1l - REGENT 1977-8-9 


Practitioners in Public Relations 
are serving indusiry in this specialised field and welcome 
enquiries from principals or their advertising agents, 


@ Initial confidential interviews without obligation 


@ Annual retainers heid © Consultations on special problems 


Experience of public relations problems, and Clients (past and present) served in the 
following fields :— 


TANNING PHARMACEUTICAL ELECTRICAL MANUFACTURING CHEMICAL 
MANUFACTURING . BUILDING CONTRACTING ,. FOOD MANUFACTURING , FOOTWEAR 
COALMENING ELECTRICHTY GENERATING COSMETICS TOURISM INSURANCE 


FINANCIAL... EDUCATIONAL, as well as various national movemenis, causes and charities. 


| 
| 
' 
| 
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Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency’ in 
Catesby Office Furnishings and we offer you 
ourfullexperience and tradition ofservice. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially mvited. 


CATESBYS 


LIMITED 
64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 
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PAYE and PERSONNEL 


A Self-Contained Method for Controlling Staff and Salaries 





FULL DETAILS ON REQUEST 


Today,. probably the biggest and mest expensive item in 
business is . . . PERSONNEL. 


Therefore, any methods which ensure greater control and 
more efficient employment are more than desirable. 
Indeed, if employers get that little extra output per hour per 
man they are not only helping their own economics—they 
are assisting the National need. 


There is a number of Shannon visible records which sub- 
serve this end. There is, for instance, the P.A.Y.E. record 
which visually controls the pay-as-you-earn entries of every 
employee (and which is officially approved). And there are 
also visible records which show at sight which employees are 
fit for promotion, where they work, what they are paid, 
whether married or single and a host of other items of 
information. 


These records can be had either as standard (hence quicker 
and cheaper) or especially to your own design. Whether you 


employ ten or ten thousand people, such records are applic- 
able. 


Of particular interest to the business or municipal executive 
who wishes to have both visual records plus the associated 
papers—references, correspondence, certificates, etc.—is the 
Shannograph system for Personnel control. The flat-top 
visual edge conveys a host of facts without opening any file. 
The hanging file itself holds all the papers.. The slotted-in 
record card fits in the front of each file. 


This system can go into your existing cabinets or other equip- 
ment, 


Let us send you further information regarding these matters. 
Just write the word “ Personnel” on your letter-heading 
and details will be sent at once. 


-— ————~ (ima Wiens) ——— ——~ 


FIRST IN FILING 


The Shannon Limited 
456 Shannon Corner New Malden 


Branches at: Bristol. 
Leeds, Newcastle. 


Surrey 


Kingsway— Londen. Birmingham. Cardiff. Glasgow: 


Leiersier. Liverpook Manehester. 


Southampton, 
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NICKEL AND CLOTHING 


Do you know that nickel plays an important 
part in the production of our clothing ? 

Take wool, for instance . . . the 

equipment used on the sheep farms, 

the plant for producing the yarn, the tanks 
for dyeing it, the machinery for weaving 

it into fabrics, even the sewing machines — in 
all these nickel is present, toughening 

and strengthening the metals used in their 
construction, making them staunch 

against the attacks of wear, corrosion and heat. 
Thus nickel is contributing to the 


efficiency of the tools and equipment 


with which Britain is achieving 


her recovery. 


THE MOND NICKEL COMPANY, LTD 


Sunderland House - Curzon Street + London + W.1 
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ENGINEERING 


It would be hard to name _ indus- 
tries and public utilities more 
important than those for which 
the Simon companies build capital 
equipment. Simon -Carves coal 
cleaning and coking plants, power 
stations and sulphuric acid plants 
aid the production of coal, iron 
and steel, gas, electricity and heavy 
chemicals. Grain handling plants 
and granaries by Simon Handling 
Engineers and flour and provender 
mills by Henry Simon help to pro- 
duce food for man and beast. In 
serving these industries Simon 
machinery and plant earn dollars, 
pesos, cruzieros, escudos, kronor, 
guilders, francs, and many other 


currencies. 


HENRY SIMON LTD. 
SIMON-CARVES LTD. 


SIMON HANDLING 
ENGINEERS LTD, 


TYRESOLES LTD. 

TURBINE GEARS LTD. 

DUDLEY FOUNDRY 
CO. LTD. 


SANDHOLME IRON 
Co. LTD. 
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Bank Deposits and Inflation 


N this past decade, when finance has been at a dis- 
count, many fundamental truths about the working of 
the monetary system have been forgotten. Happily, some 
false notions have been forgotten, too. Among these was 
the belief that changes in the volume of money, or in the 
general price level, are infallible barometers of inflation. 
Admittedly, if inflationary pressure is both sustained 
and strong, it is bound to raise the height of these two 
columns. But in the relatively short run, both the money 
column and the price column may respond very slug- 
gishly and may even move in the opposite direction to 
that expected. It is now fairly generally understood, for 
example, that an increase in the deficit on the balance of 
external payments, though it may arise from a chronic 
condition of inflation, actually relieves the immediate 
inflationary pressure in the domestic markets by provid- 
ing an increased net inflow of goods for use at home. The 
monetary counterpart of this is a corresponding relief 
from the pressure to borrow—and especially for the 
Government to borrow—from the banks. Other in- 
fluences, too, such as changes in the public’s willingness 
to hold its savings in securities instead of cash’ may 
prevent the volume of money from acting as a reliable 
register of the degree of inflation. 


These, however, still seem rather sophisticated notions. 
Like most half-truths, the old notion dies hard. It seems 
desirable to explain, therefore, that the past year’s read- 
ings on the money barometer may be particularly mis- 
leading. The experience of 1949, fully documented in 
the bank accounts and chairmen’s statements which have 
just appeared, has been rightly welcomed for the contrast 
it presents with earlier years. Throughout the decade to 
end-1948 the volume of money was rising very rapidly ; 
the “gross” amount of deposits at the eleven clearing 
banks at the end of this period was two and three-quarter 
times as large as in 1938, having risen at an average rate 
of almost £400 million a year. In 1949 it was, on balance, 
stationary: the year-end total of £6,201.5 million is a 
negligible couple of million larger than that for end- 
1948. ‘True, the better index is the figure of “ net” 
deposits, which, as far as possible, eliminates the double- 
reckoning of cheques in course of clearing at the account- 
ing date ; and this figure rose by £51 million in 1949. 
This, however, is still a very small expansion—easily the 
smallest since prewar days—and one which contrasts with 
£231 million in the previous year. 


Many people are bound to enquire how this virtual 
ending of the great credit expansion, this turning-point in 
a ten-year trend, can be reconciled with all the current 
concern about inflation. In the past fortnight, one bank 
chairman after another has stigmatised inflation as econo- 
mic enemy Number One. Not so long ago, the Chancellor 
himself was saying much the same thing, though more 
reticently. Does recent monetary experience imply that 
the post-devaluation cuts were not only more nearly 


adequate than is generally supposed but are also already 


exerting a strong effect ? If not, how can these seeming 
inconsistencies be explained ? 

The old-fashioned barometer being unreliable, econo- 
mists seek other means for measuring inflation ; but the 
data needed for this measurement in 1949 will not be 
fully available for some weeks to come. It is possible, 
however, to indicate the directions in which the recon- 
ciliation may be found, and to draw some broad conclu- 
sions. 


First, it should be noted that the prevalent—and cer- 
tainly justified—concern about inflation does not imply 
that the Chancellor’s efforts at disinflation over these past 
two years have been without effect. But for these efforts, 
the degree of inflation would heve been very much 
greater than it actually has been. Secondly, much con- 
fusion arises from a difference between the planners’ 
approach and the practical approach to this whole prob- 
lem. The former generally assumes the theoretical 
objective of a policy of disinflation to be a true balance 
between the total demand for goods and the total supply 
currently available (including any import surplus). 
Another and more common way of putting this is to say 
that the proportion of current goods used not for con- 
sumption but for capital investment must be financed 
by equivalent savings out of the community’s current in- 
come (with the assistance of any net borrowings abroad) ; 
otherwise the monetary demand for goods will exceed the 
current supply. The objective, therefore, has been to 
force the public to save through the medium of a budget 
surplus a sum sufficient to make good the deficiency of 
all other savings compared with the expected volume of 
total investment. Such ‘an equilibrium, if attained, is 
supposed to mean that the economy would be in a con- 
dition neither of inflation nor of deflation. At that theo- 
retical level, the money barometer, unless distorted by 
extraneous influences, would be steady, or perhaps rising 
very slowly in response to any increase in the total volume 
of national output. On this reasoning, steadiness in the 
total volume of money might seem to be prima facie 
evidence of a sufficient disinflation, unless extraneous 
influences had in fact been at work. Unfortunately, there 
is a flaw in this reasoning—or, rather in the assumed 
objective. 


In the first place, this approach assumes that the 
economy may be in “disinflationary equilibrium” although 
it still has a deficit (and perhaps even a rising one) on its 
external balance of payments. Secondly, moreover, if an 
inflated economy is suffering from a serious mal-distribu- 
tion of man-power and is in a state of over-full employ- 
ment, leaving no scope for free movement of workers from 
job to job and causing recurrent bottlenecks in supplies, 
a disinflation intended to bring it merely to the point of 
theoretical equilibrium could not conceivably suffice to 
remove the inflationary pressures even if it succeeded in 
its avowed objective. They cannot be removed until 
enough slack has been created to permit the movement re- 
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quired to correct the mal-distribution and open out the 
bottlenecks. If such a slack arose, it would be registered 
by a fall in the money barometer. 


If this argument is now applied to Britain’s recent ex- 
perience, the maintenance of unemployment at an abnor- 
mally low level throughout these past two years becomes 
virtual proof that the money barometer cannot have been 
distorted so as to give an unduly adverse reading. Even 
on the most favourable assumptions, therefore, its near- 
stability over the past twelve months could mean only that 
the Chancellor’s disinflation effort had come near to 
achieving the purely theoretical equilibrium—an equili- 
brium at which serious inflationary pressures would still 
be present despite the continuing deficit on the external 
balance of payments. But in fact the extraneous factors 
seem not only to have given the barometer’s change in 
1949 a too favourable appearance but also to have con- 
cealed a deteriorating tendency during the year. 


* 


‘Before examining these factors, it is well to observe 
the broad composition of the year’s credit creations and 
cancellations. The modest expansion of deposits occurred 
despite a further substantial increase in bank advances 
(by £145 million, compared with £172 million in 1948) 
and despite a resumed rise in investments (by £34 
millions). These two items may be regarded as a rough— 
but only a rough—guide to the extent of the non-govern- 
mental demands for new bank credit. Since they together 
rose by nearly £130 million more than the amount of new 
credit created, it will be seen that the Government was 
substantially reducing its own indebtedness to the banks, 


whereas in the previous year that indebtedness was still 
increasing. 


This striking change in the Government’s need for 
bank finance is at first sight rather puzzling, because in 
the first nine months of the current fiscal year the Ex- 
chequer’s financial position, without counting “ below- 
line ” items, was nearly £300 million worse than in the 
similar period of 1948-49. For the calendar year, how- 
ever, the disclosed deterioration was appreciably less 
than half this sum, while the true deterioration was 
probably smaller still ; in addition, the extra budgetary 
receipts (especially from social insurance funds, not dis- 
closed in the accounts) must have been larger. So far 
as the Exchequer is concerned, the deterioration in 
National Savings was more than offset. by the absence 
of repayments of Defence Bonds at maturity. 


The fact that the Exchequer position during the calen- 
dar year has deteriorated less than is popularly supposed 
does not mean, however, that the nation’s overall capital 
account—which is the statistical measurement of infla- 
tionary and deflationary factors—has benefited corre- 
spondingly. It is true that the amount of relief from over- 
seas has not been any smaller than in 1948 (since the 
“ overall ” external deficit is again officially estimated at 
{110 million). But the volume of investment requiring 
finance has certainly been larger—chiefly, no doubt, 
because of additions to stocks and work-in-progress. In 
addition, the Government has had to finance largely in- 
creased demands upon the Public Works Loan Board. On 
the other hand, the displacements of overseas funds in 
London before the devaluation (which led foreign banks 
hastily to sell their sterling holdings to their own mone- 
tary authorities) probably had the effect of enabling the 
British Treasury to borrow directly from these authorities 
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funds which formerly were borrowed indirectly through 
the clearing banks. To the extent that such withdrawals 
of foreign deposits took place, the published figures of 
deposits understate the increase which has occurred in 
domestic deposits—which alone have immediate signifi- 
cance in the context of inflation. 


These various factors do not, however, suffice to 
explain why the Treasury in 1949 was able to repay debts 
due to the banks, whereas in the previous year it was 
borrowing. The principal explanation lies in the fact 
that in the early part of 1948 certain special financial 
operations—the repayment of the 3 per cent Conver- 
sion loan and the payments made to Argentina to enable 
it to finance its purchase of the British-owned railways— 
involved the British Treasury in very heavy borrowings 
from the banks. These operations caused a particularly 
violent distortion of the money barometer in that year, 
and involved a credit expansion not less than the {231 
million by which net deposits rose on balance during the 
year. As there were no distortions of this kind in 1949, 
it might have been expected that, if other factors had 
remained unchanged, the trend of deposits would have 
shown a roughly corresponding reversal ; actually, the 
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amount of net credit creation was only £180 million less 
than in 1948. This “ improvement ”—which in this 
context means a smaller rise or a bigger fall in the level 
of deposits than occurred in the corresponding period 
of 1948—was, moreover, wholly confined to the first 
quarter of the year. In that period net bank deposits 
fell by £292 million, which represented a comparative 
fall of £222 million against the similar quarter of 1948 
—a difference wholly explicable by the special operations. 
No progress was made in the second half of the year, 
despite the fact that the balance of payments had re- 
lapsed into substantial deficit in contrast to its opposite 
movement, to a position of actual surplus, in the latter 
part of 1948. 


It will be seen that, when allowance has been made for 
these many influences, the movement of the money 
barometer in 1949 certainly offers no indication that the 
degree of inflationary pressure was less than in the pre- 
vious year. On the contrary, its behaviour is entirely 
consistent with—and does, indeed, tend to confirm—the 
general assumption that the tempo of inflation was not 
only greater last year than in 1948 but was also a good 
deal greater in the second half of the year than in the 
first. This deterioration, moreover, has occurred despite 
the undoubted benefit which has been derived from the 
Chancellor’s efforts at disinflation. But for these, the 
long process of rapidly expanding credit could never 
have been arrested. Indeed, if at the outset. the 
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authorities had appreciated the kind of monetary policy 
that was needed to support the budget effort at disinfla- 
tion, the first check to credit expansion would probably 
have come in 1948. If monetary policy, without becom- 
ing itself an aggressive disinflationary force, had been 
kept on a neutral course, even the special credit creations 
of the spring of 1948 ought to have proved to have been 
merely temporary. As it was, the lax policy of that year 
kept in existence the whole volume of specially created 
credit, thereby provoking an unwarranted rise in the 
gilt-edged market and making its eventual fall bigger and 
more abrupt. In this sense, though the near-stability of 
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bank deposits in 1949 supports no argument that inflation 
was checked, it shows that the authorities have at least 
learnt the wisdom of restraint in their purely monetary 
tactics. The really fundamental factor in the contrast 
between the monetary experiences of the two years is that 
in 1949 the authorities had the courage and the sense not 
to resist a rise in interest rates in the gilt-edged market. 
They thus avoided the additional credit creations which 
would have aggravated the rising inflationary pressure 
and actually allowed the interest rate to exert some effect 
—though probably not a large one—in restraining that 
pressure. 


Mutualisation without Meaning 


HE Labour Party’s proposals for “ mutualising ” in- 
dustrial assurance have an odour of sanctity which 
is neither appealing nor convincing. If polemics about 
past abuses were all that reform required, the pamphlet 
would indeed be a document of importance. It puts a 
negative case against the proprietary companies, echoing 
all the complaints that have been levelled against them 
by a series of committees and private investigators for 
fifty years and more. They are all familiar. Everyone 
knows that the holder of a policy of industrial assurance 
pays heavily in expenses for the cover he gets. Everyone 
knows that, while the agent’s regular appearance at the 
policy-holder’s door encourages the continued payment 
of premiums on the bulk of the policies in force, there 
is a wide and wasteful fringe of policies which lapse or are 
surrendered long before their normal maturity. It is 
easy, too, to level charges of “ profiteering ” by “ func- 
tionless shareholders” in the larger proprietary com- 
panies, and to depict their expansion during the last 
eighty years as an unending process of rapacity and greed 
at the policy-holder’s expense. 


This familiar case is faithfully set down. It is far 
more cogent than the proposals for reform which briefly 
occupy the last two or three pages of the pamphlet. The 
defects of “ profiteering, excessive costs and overselling ” 
are to be corrected by an Industrial Assurance Board. 
Three short paragraphs outline the general functions of 
the board: it will buy out “on fair terms” the share- 
holders of the companies, “vesting the ownership in 
their policy-holders ” and “ ensuring that the boards of 
directors of the individual offices are effectively manned 
to advance the interests of their policy-holders ” ; the 
board will “cooperate” with the individual offices in 


drawing up plans for reorganisation “ designed to remove 
the defects of the business while protecting the staffs ”’; 
and the board “after a period of say five years” will 
report on its progress. The provisions are vague (“it 
will be the duty of the future government to work out the 
details”), but obviously compensation on “ fair terms ” 
involves the substitution of a charge for interest in re- 
placement of the dividends hitherto paid out of the 
earnings on the funds, and possibly the payment of com- 
pensation to shareholders out of the funds themselves. 


That is about as far as detail gets in the pamphlet about 
the function of the proposed Industrial Assurance Board 
and its relation to policy-holders. When it comes to 
staff, the proposals are more explicit. The board must 
discharge its general responsibility for improving the 
service given to policy-holders “ without any worsening 
of staff conditions.” The staff are virtually guaranteed 
their jobs on present conditions, until “ natural wastage ” 
cuts down their total number. Their book interest (a 
system already discontinued by the larger companies in 
this business) will be bought out for cash on terms to be 
agreed between the board and the agents’ unions ; but 
there is no mention of who pays the compensation and on 
whom the interest charge on it would fall. The keynote 
in the whole section headed “ Principles of Reorganisa- 
tion ” is to win the agents’ support by offering full em- 
ployment, compensation for their books, and the promise 
that they can help to remedy “defects in industrial 
assurance which are not theirs, but are the faults of the 
system.” In providing such guarantees to the staffs, of 
course, the Labour Party goes almost the whole way in 
guaranteeing that “ the faults of the system ” remain, for 
it is quite clear that there is no intention to change the 
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traditional collecting system by which industrial assur- 
ance has been conducted. 

The two main tests by which proposals for “‘ mutuali- 
sation” must be judged are cheaper costs and shrewder 
investment. It is obvious that, up to a pomt, expenses 
per pound of premium paid vary inversely with the size 
of the office. There are 14 companies in the business 
and 133 collecting societies. The former (heavily 
weighted by the Prudential and the Pearl) spent 
£27.8 million in 1948 to collect premiums totalling £97.1 
million ; the collecting societies spent £8.5 million to 
collect £22.8 million of premiums. On this showing the 
companies win easily, with an expense ratio of 28.6 per 
cent compared with 37.3 per cent for the collecting 
societies. It is a little odd that the Prudential should be 
criticised in the pamphlet for failing to reduce its expense 
ratio since 1929; between 1920 and 1929, this office 
cut its expense ratio from 40.5 per cent to 24.79 per 
cent, and the small rise in 1947 to 24.84 per cent pre- 
sumably has some connection with the fact that prices 
and costs had been rising for more than a decade. To 
take 1947 as the basis of comparison slides with easy 
convenience over the fact that in 1948 the expense ratio 
was reduced to 23.27 per cent. Since the Prudential’s 
expense ratio (like that of several other companies) is 
well below that of the average mutual society, is this not 
at least part of the answer to the charge that profits are 
“excessive” ? In 1048, the industrial assurance com- 
panies paid out {1,971,000 in dividends to shareholders, 
or just over 2 per cent of the total premiums received. 
But if these company offices had been working at the 
same average level of costs as the mutual societies, the 
policy-holders would have to meet an increase of 
nearly {£85 million in management expenses. The 
calculation suggests that optimum size is important in 
this business, and that the company offices with “ func- 
tioniess shareholders” have been more successful in 
obtaining the right scale of operations, and in selling the 
more economical type of policy than the mutual societies. 

If this argument were pushed to its logical conclusion, 
it might support a case for merging all companies 
and societies into a “ Super-Pru” under state manage- 
ment. But that is not what the pamphlet proposes. 
It declares that there is “too much competition, too 
many offices, too much overlapping,” but it is careful 
not to say how much. There is no hint or suggestion 
of the nature of the plan for reorganisation ; it is just 
stated, without benefit of proof, that 


When private profit and book interest respectively are re- 
moved from the proprietary and mutual offices, it will be 
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possible so to reorganise the business that costs are reduced 
in all offices. 


On the score of lower costs and thus of greater benefit 
to the policy-holder, it must be recorded that the pro- 
posals make out no case at all for “ mutualisation.” 


The second test involves a comparison of investment 
policy under the existing system and under the Labour 
Party’s proposals. Some discretion has been learned 
since last summer about the alleged “ financial responsi- 
bility” of the companies and the investment of “ the 
hard-won savings of working people as the industrial 
assurance companies thought fit.” The threat of direct 
control was obvious and the mollifying amendment is 
worth careful note: 


There will, when the industrial assurance offices all be- 
come mutual concerns, be no state control over the invest- 
ment policy of the concerns, other than such general 
control as applies to other financial institutions. 


So, when the Industrial Assurance Board has “ effectively 
manned ” the boards of the individual offices, the latter 
will be accountable only to the policy-holders for their 
investment policy. Since so little is said about the pro- 
posed powers of the board, it would seem wise to accept 
this notion of complete independence with a good deal 
of reserve. There is, too, the question of existing limita- 
tions on the collecting (that is, mutual) societies’ invest- 
ment policies ; under the Friendly Societies Acts, the 
mutual offices have to invest in stocks which purport to 
provide greater financial security but yield a lower return. 
One of the first duties of the Industrial Assurance Board 
(the pamphlet claims) would be “to give immediate 
consideration to the question whether the interests of 
the policy-holders would be advanced if these restrictions 
upon the powers of the collecting societies were re- 
moved.” Obviously a question of this sort should not be 
left to the board to decide ; it should be clearly deter- 
mined in advance by Parliament. That it is obviously 
“in the interests of policy-holders” to have a wider 
spread of investments than the Friendly Societies Acts 
allow is evident from the 1948 figures. Every pound of 
premiums collected by the companies was supplemented 
by nearly §s. of interest earned on the life fund ; the 
collecting societies added about 4s. 4d. Here again the 
difference in performance is to a considerable extent a 
reflection of differences in scale and expertise in the 
management of investment funds. It would be difficult 
to lay a charge of “ irresponsibility” against, say, the 
Prudential or the Pearl; their part in canalising 
small savings raised in weekly premiums into industry is 


INDUSTRIAL ASSURANCE SUMMARISED 


Expenditure 
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too well known for that. So great is the importance of the 
institutional investor today (when private savings are 
small and have to be brought together into large sums 
to make economical investment possible) that it lies with 
those who would make changes in these institutions to 
say exactly what they would do and to explain in detail 
how public advantage would result. Three of the leading 
industrial assurance companies in 1948 invested a gross 
sum of £572 million, spread in the following way: 


£ mn. Per cent 
British Government, home corpora- 
tions and public boards .......... 14-3 25-0 
Dominion Government and municipal 1-9 3-4 
Debentures and notes .............. 12-5 21-7 
Pucberentd atochs 6.56065. 66 eve 3:9 13-8 
Ondine B00cks os o:e0:64:< sens mowed ci 11-7 20-4 
Total Stock Exchange investments. 48-3 84-4 
PURI 5 8S Ks Chae 2-1 3-6 
POON oo 6 kc ks 44-tme neh nerces. ce 4-0 7-0 
EOORS OO PONCIES 05 oi. Eee ies 0-8 1-4 
Ce ROU 5 hii Skew hice CRN ee 2-0 3-6 
57-2 100-0 


Does this table suggest any abuse of investment powers ? 
Could it be matched or improved upon by “ mutualised ” 
offices ? Could “ the interests of the policy-holders ” be 


Static 


Pa information about profits earned by 
industry is now provided in very considerable 
detail by company accounts. The analysis of the figures 
is available within a few weeks after the close of each 
quarter in these regular articles in The Economist and 
in the supplementary tables which appear in Records and 
Statistics. It is flatter- 
ing to find that these 
compilations are prayed 
in aid of arguments asf ae 
radically opposed as an | 
application for a general 
increase of {1 a week in 
engineering wages and 
an application by the . 
Transport Commission — 
foragenesalincremeca i. 
one-sixth in freight 
rates. The contenders 
may present the figures | Tota! income 
in such a way aS may Repairs and maintenance..... ig 
best assiat theie case, | Ti | 
rather than in a way | Profits tax... -. 

that wanes Seane Gn 9 Seen orieee a. | 
stant appeal to a pro- | Pensions .............0....0. | 
fessional accountant. 

The engineering unions, 

for example, claimed to 
find in the figures 
(which have only been 
available since 1948) 
evidence of a rise in 
engineering profits of close on 100 per cent since 1945-46. 
The table which was put in to the Transport Tribunal by 
the British Transport Commission a fortnight ago made a 
bold leap across the gulf which separates trading profits 
from net profits after provision for “sums normally 
chargeable to revenue,” as the Transport Act describes 


Octobe T 


Gross trading profit.......... | 
Income from investments 

Other current meome 
Non-recurring credits 


196,920 | 


2,468 


23,253 


Minority share in profits ..... | 
Profits retained by subsidiaries | 
Debenture interest ........... i 
Preference dividends 


Ordinary dividends 

Revenue reserves ............ i 
Brought in (parent company)... | 
Carried forward (parent coy.).. | 


PROFITS, PROVISIONS AND DEPRECIATION 
(£000) 


Reports Published Re 
December, 1949 


690 Companies 


i | 
Previous | Latest | 
Year | | Year 


197,533 
10,749 
3,197 
9,081 


| 217,537 | 220,560 231, 


22,146 | 
14,876 
37,969 | 
41,903 | 

| 
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improved by some superior distribution of new funds for 
investment ? 


Where it is not merely jejune, the pamphlet is unin- 
formative. This is not a business which requires the 
“full backing of the state”; what it requires is efficient 
management, and the safeguarding of the public interest. 
If too much industrial assurance ts being sold, in too 
small packets, that is largely due to the ability of agents 
to sell and to the willingness of the public to buy. An 
Industrial Assurance Board will not change these 
characteristics—indeed, by developing “new kinds of 
policy in order to meet as fully as possible the needs of 
those who wish to save through msurance” it might 
even add to the present forces which are keeping costs 
too high. The Labour Party has had second thoughts on 
the nationalisation of industrial assurance ; but it has 
produced no new thoughts on how “ mutualisation ” 
would serve the real public interest. And it sticks 


' obdurately to the belief that the segregation of indus- 


trial and ordinary branches would be “ impracticy ble,” 
thus putting in jeopardy the overseas earnings of the 
Prudential and Pearl, and affecting, in every probability, 
the capacity of all British offices to maintain and develop 
their important foreign business. 


Profits 


them. It is in the nature of profits figures to be mis- 
understood, if not actually misapplied, and it is not for 
The Economist tocomplain if the figures are asked to bear 
more weight of argument than they can properly carry. 
But it is perhaps worth making the general point, in the 
light of these two recent episodes, that no argument is 
admissible that purports 
to show that the “ pro- 
fits” of industry X are 
big enough to pay a 
higher price to industry 
Y or to trade union Z 
aT unless it states precisely 
pap ce what “profits” mean 
Cos. in the particular con- 
text, what provision has 
been made for capital 
maintenance (including 
the necessary allowance 
for higher prices of new 
equipment), and what 
grounds exist for sup- 
posing that the profits 
shown in the given 
period adopted for the 
calculation will for all 
time remain adequate to 
support higher costs of 
wages or services sup- 
plied to the industry. 
The last article in this 
series, on November 12, 
1949, suggested that profits were at the turn of the tide. 
Figures for the latest quarter, to the end of 1949, support 
this conclusion, for they show that disclosed trading 
profits of 690 companies were scarcely changed at {197.5 
million, compared with £196.9 million for their preced- 
ing trading periods. It was, in fact, a quarter when 


orts Published 


January ~-December, 1949 


| Previous 


| 786,565 
61,326 
10,263 
30,403 


850,318 1,122,220 

82,051 

9,569 

41,671 

| 888,557 957,207 1,255,511 

7,836 7,783 

103,864 
284,425 
81,30! 
28,353 
27,704 
67,646 


32,764 


9,032 


137,127 

90,656 
265,450 
239,198 
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Your money and your bank 


The one hundred and fourteenth annual balance 
sheet of the Midland Bank, bearing the date December 
31, 1949, shows that customers had entrusted to the 


Bank their funds which, with other balances, reached 






























a total of £1,352,728,349. 


So as to provide for calls of every description, 





the Bank held in cash and balances with the Bank of 





England no less than £112,855,092, while balances 
with and cheques on other banks amounted to 
£50,101,845. A further £84,189,630 was lent, 


mainly to the money market, repayable at call and 


tna sect 
————— ns 


short notice. Sums lent by the Bank to the Govern- 


ment included £298,218,662 by way of Treasury 


* Bills, all due for repayment within three months, 


and £176,500,000 in the form of Treasury Deposit 


Receipts, all repayable within seven months, while 
the Bank held other British Government securities 
amounting to £288,836,932. Of particular interest 


is the amount of advances by the Midland Bank, 





mainly to industry and commerce. This item 


accounted for £331,054,930, and on no single loan 


or overdraft was the customer charged a rate of 


more than 44°%% per annum, 


These are the main items in the annual 
balance sheet, and behind the figures lies the story 
of great achievements by customers large and small, 
conducting their business through over 2,000 offices 


of the Bank, 


MIDLAND BANK LIMITED 
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little perceptible change occurred either in the aggregate 
of profits or in their allocation to various revenue pur- 
poses and dividends. A larger sum was set aside to 
depreciation ({26.5 million in the latest period, com- 
pared with £23.3 million a year earlier); taxation took 
slightly less and contingencies and other provisions 
slightly more. Ordinary dividends (measured by 
what really matters, namely the cash amounts involved, 
and not by reference to the issued capital of the com- 
panies which have obeyed the behest of dividend limita- 
tion) show a fall from £22.7 million to {22.1 million. 
For those who lay store by the behaviour of industry on 
this question, let it be recorded that the 2,458 companies 
whose reports appeared during 1949 declared ordinary 
dividends worth {109.1 million after tax, compared with 
£109.5 million in the previous year. Industry as a whole 
has fulfilled its undertakings on dividend limitation with 
complete good faith. 


* 


There is a marked contrast between the trend of gross 
trading profits over 1949 as a whole and those of the last 
quarter. The latter are virtually static, whereas the year’s 
figures as a whole reflect the expansion in total profits 
which was still being shown by company reports during 
the first and second quarters of the year. It is important, 
therefore, to recognise that the increase in gross trading 
profits from £786.6 million to £850.3 million for the 
2,458 companies during 1949 belongs to time past 
and does not reflect the trend of the past six months. 
Profits have not begun a headlong descent ; but it is quite 
clear that they have ceased to expand. 


The effect of this static phase is well ilhustrated in the 
calculations of earnings and dividends, and their relation 
to issued ordinary capital and true ordinary capital (or 
net worth) in the following table: — | 


Net Worth, True EARNINGS AND DivIDENDS 


690 Companies Reportinc Oct.-Dec. 1949 


| Preceding Year Latest Year 


Dividend rates per cent :-— 


On issued capital.............. Net .... 
"|. Gross .... 


On net worth 


Issued ordinary capital cnt thats sda yewe 97-3 282-0 
Real equity or net worth (i.e, net assets after | : 
deducting liabilities and prior charges). ..... 636-8 703-7 
Ordinary earnings* bs eM ane eles ge 97 
Ordinary dividendst ................ ae o. 22 i 
Earnings rate per cent — y % 
On issued capital............... Net .... 7-9 ™ 
: Gross... 82-5 32:7 
er Oe WON SS. Sse aes Net .. 2. 2-5 r 
103s 4-2 | 13-1 
' 
| 


satin por 


* : sacle ENS! 
Including amounts retained by subsidiaries, and after taxation. ¢ Alter tax 





*s relate to the 690 companies for which com- 
parative figures were published during the latest quarter. 
The issued ordinary capital of these companies increased 
only slightly from £277.3 million to £282.0 million ; but 
their net worth increased (by the familiar process of 
profits ploughed back into new capital) from £636.8 to 
£703.7 million. Earnings available for ordinary capital 
(bringing in the earnings retained by subsidiary com- 
panies, and set aside to revenue reserves by the parent 
companies) increased by £1 million to £50.7 million, 
whereas dividends actually paid declined from {22.7 
million to £22.1 million. The result was that the gross 
rate of earnings (after adding back tax) expressed as 2 





ut 


DSS 
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percentage of net worth fell from 14.2 per cent to 13.1 
per cent, and the gross rate of dividend paid from 7.5 
per cent to 5.6 per cent. 


The latest figures raise the question of the future 
supply of self-generated capital for industry. Some of 
the industrial groups are beginning to feel the pinch of 
harder times. This is true, for instance, of companies in 
the brewery, entertainments, and shipping groups. The 
metal producing and using industries are more comfort- 
ably placed, and recent figures from the textile groups 
show no immediate sign of recession. But the conse- 
quences of a moderate fall in industrial activity, or in 
certam export lines on which whole sectors of industry 
are now largely dependent, or in the price level, might 
have a devastating effect on industry’s ability to maintain 
its equipment out of current earnings, and could 
demolish completely any hope of financing further expan- 
sion out of retained profits. It would give stark emphasis 
to the effects of the profits tax on industrial finance. The 
main table shows that this impost cost the 2,458 com- 
panies last year no less than {91.8 million. Their total 
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provisions for depreciation, contingencies and reserves 
amounted to £327 million, out of which they sought to 
Keep their equipment in good order, to finance new plant 
and the extension of their business. The two figures can 
be directly associated, for as Captain Eric Smith pointed 


out last week in his statement as chairman of the National 
Provincial Bank, 


Profits tax falls in its entirety on that portion of the profits 
which would normally be ploughed back into a business. It 
is a deduction from those moneys out of which dead or 
moribund assets must be replaced and provision for further 
expansion found. ... Its effect on such residue may mean 
anything from a deduction of slightly over 50 per cent to 
total extinction. Far from being a profits tax, it is a tax on 
the future tools of industry, a tax on still-born capital. 


This puts the matter most effectively. Its truth has been 
obscured by the persistent rise in profits which has 
accompanied the pervasive forces of inflation. But 


stability of profits—and even more, an actual fall—will 


soon raise the question whether the mulcting on this scale 
of one of industry’s main sources of capital is not 
jeopardising the prospects of industrial rehabilitation. 


Business Notes 


Mr Hoffman’s Brief 


Although American officials attached to the ECA have 
taken a prominent part in hammering out the general out- 
lines of the proposed European Clearing Union scheme, Mr 
Paul Hoffman, who has arrived in Paris to take part in the 
OEEC discussions brings with him some important reserva- 
tions On certain points of principle. The possibility which 
is causing most concern to the US administration is that 
the European Clearing Union scheme may become an instru- 
ment of discrimination against American interests. The 
formation of an area of interconvertible currencies, to which 
not only the countries of western Europe but their wide- 
spread associated territories would belong, fills certain 
sections of the American administration, particularly the 
Department of Agriculture, with apprehension. 


They see in the ECU an instrument which could be 
used against American interests; interconvertibility of 
the European currencies would not be accompanied by 
their convertibility into dollars for, at any rate, a consider- 
able time. The National Advisory Council, the economic 
committee of the US cabinet, has also jibbed at the possi- 
bility that the ECU might usurp in Europe some of the 
functions of the International Monetary Fund. Mr Hofiman 
has therefore been instructed to ensure, first, that no dis- 
criminatory blemish is attached to the proposed Clearing 
Union scheme, and, secondly, that the new union does not 
trespass into the IMF’s allotted sphere. He is to urge, for 
example, that there should be no usurpation of IMF juris- 
diction over exchange rates. He has also, it seems, been 
instructed to turn down any suggestion that the United 
States be formally represented on the ECU. Such repre- 
sentation, it is held in Washington, would be inconsistent 
with the United States’ obligations under the Bretton Woods 
agreements. This does not imply that ECA dollars will 
not be made avaflable to launch the new scheme—but they 
will be dollars with important strings attached to them. 


* * * 
What Sort of Clearing Union? 


It nows seems improbable that the scheme for a 
European Clearing Union, the outline of which was 
described in The Economist of January 21st, will be ready 
in sufficiently detailed form to be submitted for formal 
approval by the Council of the Organisation for European 


Economic Co-operation at its meeting next week. It was 

indicated in last week’s article that certain differences of 

opinion between OEEC countries remained to be reconciled 

before an agreed draft of the statement of principles could 

be submitted to the Council. There is no indication that 

-_ differences have been narrowed during the past few 
ays. 

One school of thought, in which Belgium is particularly 
prominent, wants to make the European Clearing Union 
an instrument superseding all existing bilateral pay- 
ments agreements. According to this view of the scheme, 
Britain—to take a concrete example—would no longer be 
subject to sterling claims held by France but would owe a 
corresponding amount in terms of the new European unit of 
account to the clearing union ; conversely France, instead of 
holding sterling, would hold a corresponding amount of units 
in its account with the clearing union. The same view of the 
European Clearing Union would also favour relatively small 
quotas (that is small margins of credit exchanged between the 
members), and would call for substantial proportionate gold 
Payments as soon as those margins were exceeded. These 
believers in the salutary effect of hard money policies would 
also deprive countries which were losing gold to the clearing 
union of the defence of reimposing quantitative restrictions 
on their imports. In their view that would be an attempt to 
cushion the debtors against the retributive results of their 
“ extravagance.” 

To the British and certain other delegations, this atti- 
tude smacks too much of the hard money school, of which 
Belgium has been such a prominent exponent in recent 
years. It appears to be tantamount to the reimposition of a 
particularly harsh variation of the gold standard on Europe 
and would lead to a contraction in intra-European trade, 
instead of the expansion which the mechanism is supposed 
to stimulate. This basic difference of view, with its ancil- 
lary differences on such questions as the size of the quotas, 
the amounts of the proportionate gold payments once the 
quotas are exceeded, and the length of time during which 
overdrafts and corresponding credits should be left out- 
standing before they become convertible into gold, make it 
unlikely that an agreed scheme can emerge in time to be 
put into operation, as had at one time been hoped, from 
March 31st. Although, therefore, some mention of the new 
clearing union scheme will appear in the interim report of 
OEEC which will be sent to the ECA after the meeting of 
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‘the Council, it would be unwise to expect more than a general 


statement of agreed principles. It would in any case be 
unreasonable to expect the British Government, at this dis- 
tance from the General Election, to undertake any specific 
commitments on a scheme of such far-reaching importance. 


* x ® 


The Seattle Power Contracts 


The reports that the British Government has made an 
“ official protest” in Washington against the rejection of 
British tenders for the supply of plant to the power under- 
taking at Seattle are, no doubt, wide of the mark ; the city 
of Seattle is entitled to choose its own suppliers. It has 
chosen to reject tenders (discussed in The Economist on 
January 7th) from Ferranti, Limited, and from the English 
Electric Company which were well below the lowest 
American tender. Ferranti’s price for a total of 15 trans- 
formers showed an advantage of $300,000, and the English 
Electric price an advantage of $170,000 ; the further tender 
of English Electric for two rectifiers and switchgear was also 
below the lowest American tender to the extent of $35,000. 
These are substantial margins, and their rejection no doubt 
seemed to call for some explanation by the Seattle purchasing 
agent. In announcing that the British tenders would not be 
accepted, the purchasing agent is reported to have given two 
sets of reasons. 

The first set concerns the specifications themselves. It 
seems that at least one of the British firms required a year to 
prepare drawings instead of the 120 days specified, and thar, 
further, it did not give the required guarantees against noise 
and “impedance.” It is not easy to dismiss these as pure 
quibbles, at any rate without fuller technical information than 
is available. But there was an exchange between at least one 
of the tendering firms and the purchasing agent which seemed 
to have cleared up these difficulties ; this may not have been 
strictly within the official timetable, but perhaps, too, an 
authority concerned to save its taxpayers’ money might have 
been expected to give some latitude. The other reasons given 
refer to some topographical difficulty in erecting transformers 
at Seattlke—which British firms with world-wide experience 
can hardly be expected to take seriously—and to the fear that 
repairs would be hampered by the remoteness of the British 
firms from the site. This almost certainly is a quibble, more 
particularly since Ferranti have a factory at Toronto, and 
Toronto is no farther from Seattle than is, say, Schenectady. 
If the Seattle agent had given fewer reasons, they might have 
been more readily believed. 

As it is, the official British reaction has been limited to a 
call at the headquarters of the Economic Co-operation 
Administration by Sir Cecil Weir, the chairman of the 
Doilar Exports Board, to discuss the matter ; and the dis- 
cussion seems to have been fruitful though it could not change 
the outcome of this particular incident. ECA afterwards 
issued a statement; it had made inquiries and had been 
assured by the municipal authorities at Seattle that the 
decision was “in no way connected with a reluctance to 
import such equipment from Britain.” Further, there was 
“a strong likelihood that British electrical firms would be 
favoured with future Seattle municipal business.” More 
interesting still is this passage in the statement: 

The ECA was interested to learn that a Seattle Citizens’ 
Committee had been formed to support the use of such 
re goods in cases where savings to taxpayers will 
result. 

This is pointed, and goes to the root of the matter; the 
American market can only be freely entered if Americans 
understand that it is not a public duty to pay high prices 
.or domestic products. The Ferranti representative has not 
failed to point out the saving which would have been 
attached to his firm’s tender. Few cities are inhabited by 
men so carefree and tolerant that their administrators can 
afford entirely to ignore questions of this kind; and from 
all reports Seattle is not one of them. 
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Banking Trends 


The Banks in 1949 


Until the publication of the clearing banks’ statement for 
December it still seemed possible that 1949 would prove to 
be the first year since 1938 to see a fall in the level of bank 
deposits. | This December, however, the seasonal rise in 
deposits was heavier than recent monetary experience had 
led most observers to expect. Gross deposits rose by £136 
million and net deposits (that is gross deposits less balances 
in course of collection) rose by just under {100 million ; in 
consequence the former were just over £2,000,000 and the 
latter just over £50 million above the peak figures reached at 
the end of 1948. The broader causes and implications of 
this movement are discussed in a leading article on page 
211, while the experience of the individual clearing banks 
during 1949 is indicated in the accompanying tables. 


CLEARING BANK Deposits (Gross) 








(£ Million) 
At December 31 i 1947 i 1948 ' 1949 : , ‘oan 
ONE Ss ks cca Satevtiews 0% 1,236-6 1,262-8 1,254-4 
a li ake 1,070°9 1,122-6 1,130-9 

Midiand . eke ks 54 1251-1 | 1318-3 | 1,521-0 + U9 
Mat. Provincial :..... scan. Gass 4-4 | 768-1 i 776-5 + Jel 
CIES nie cms stad «ss 791-9 837-3 | 807-7 ~ 3-5 
a ae oe ee ee 271-4 288-2 305-1 4 
SEE a ch. Me wisp Wad oo POUEs oe 212-4 225-6 231-3 t+ 2-5 
Williams Deacon’s ............>: 106-7 19-9 | 118-9 — 8 
Glyn Mills ......... eee | 63-9 | SO 4  -HT-0 |. + 2-7 
RE sas Soa cava oka seeks came | 49-6 | §2-0 | 50-7 | — 2-5 
PEs ne wiviies 6044s dicey ab 0:5 70-4 | 71-2 «| 71-8 | + 03 

NR oss cei s cane, | 5934-5 | 6199-5 6,201-9 neg. 

ADVANCES AND INVESTMENTS 
(£ Million) 
Advances } Investments 

At December 3lst | 1948 | 1949 (% Change 1948 1949 Chan 
ee 284-7 | 296-1 | + 4:0 | 291-8 | 302-8 8 
cee Se katetsdwese aes i tb. | 4 . | . 274-7 | 273-4 0-4 
OE. xcs See *§ | ‘Ll | + 66 | 289-2 | 289-5 + Ol 
Nat. Pre vincial ..... 196-2 ; 230-1 | 4 73 ; 144-0 57.0 + 9-0 
+ a mag Pévhiens j a } ye + om | 223-2 224-6 + 7 
ce ha 65- ‘Tit $s 69:0 | 75-1 | + 88 
RNS SBP OE OS | 48-8 45-6 + 1-8 68-1 71-3 4-7 
Williams Deacon’s... | 20-9 | 24-8 | 418-7 35°4 S51 | — 08 
Saye Site canwabe cad =s He i 4 Re 21-9 20-4 6-8 
MES weenie ccweses . } : +12- 18-8 19-4 + Je 
Watoad 070°" | 291-6 | 21-9 | tra | 39 | 316 0-9 
Aggregate’ ......... (1377-9 1,522-7 | 410-5 jtate-2 ‘15124 4 23 
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* As shown in Clearing Banks’ Monthly Statement. 





It should be noted that the definition of deposits in the clear- 
ing banks’ combined statement is not the same as that in the 
banks’ balance sheets. From the balance sheet figures, how- 
ever, it can be seen that seven of the eleven banks showed 
increases in deposits (the biggest proportional increase being 
the 5.8 per cent shown by Martins Bank) and four banks 
showed decreases ranging up to 3.5 per cent. 


Among the main earning assets, aggregate advances rose by 
£145 million or 10.5 per cent (compared with an increase of 
£172 million, or 14.3 per cent in 1948). The expansion was 
common to all banks, and for three of the “ Big Five” ex- 
ceeded 15 per cent. The aggregate increase in investment 
portfolios by £34 million (against a fall of some £4,500,000 in 
1948) reflected increases by seven banks (9 per cent by the 
National Provincial) and fractional decreases by four. The 
slackening of the annual rate of increase in bank advances and 
the increase in aggregate gilt-edged holdings show that bank: 
ing policy has been in line with official policy—there has been 
no sign of any immoderate lending nor any refusal to add to 
holdings of Government paper as private holders have dis- 
gorged it. The small rise in net deposits over the year is 
explained by the fact that the volume of credit created 
through these two channels has not been fully offset by «<- 
payments of government debt to the banks. These repay- 
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ments, indeed, are probably overstated by the £150 million 
net decrease in the banks’ aggregate holdings of Treasury 
deposit receipts (down by £604 million) and of money market 
assets (up by £454 million), because the rise of £30 million 
in cash holdings was apparently mainly due to abnormal 
influences at the 1949 balance sheet date. But for these 
influences, the money market assets would have been larger 
and cash smaller. 


An interesting innovation in the bank reports this year is 
an experiment by the Midland Bank to present “ some facts 
about the bank” by simple block diagrams. These show that 
half the 73,000 Midland Bank shareholders cach hold {100 
or less ; that the bank’s documentary credit business has risen 
more than fourfo'd since 1938 ; and that the expansion of 
banking business, as measured by number of cheques handled, 
has been accompanied by only a small increase in total staff. 


* * * 


Discount Houses’ Year 


Of the “ Big Three ” discount houses the National Dis- 
count Company last year showed a 14 per cent rise in profits, 
the Union Discount Co. one of 2 per cent rise and Alex- 
ander’s showed a 14 per cent fall. As usual, however, 
the vagaries of taxation—including this year the late increase 
in the levy on distributed profits—make these bare results 
an unreliable guide to earnings experience. It is apparent, 
however, from the annual statements from the chairmen of 
all three companies that the market has enjoyed a good 
year. Turnover has increased, better running margins have 
probably been secured on business in short bonds and even on 
bills (though on Treasury bills the turn is still infinitesimal), 
while the market has confined its bond portfolios very largely 
to those shortest bonds which—unlike all other gilt-edged 
sccurities—actually showed a slight appreciation at the 
balance sheet date. 


So vigorously has the policy of going “short” been 
followed that Sir Charles Seligman, making his farewell 
speech as chairman of the National Discount Company, was 
able to reveal that almost the whole of his company’s invest- 
ment portfolio last Budget day consisted of National War 
Bonds 1949-51 together with a smaller holding of Exchequer 
Bonds 1950. The Chancellor’s Budget announcement that 
the former stock would not be redeemed at its earliest date 
was, therefore, very welcome to the discount market, which 
also welcomed the recent decision to convert Exchequer Bonds 
into a single-dated stock (although, of course, the five-year life 
of the new stock means that it cannot play any significant 
part in Lombard Street’s portfolios for some time ahead). 
Two of the “ Big Three ” apparently took advantage of this 
Exchequer Bond conversion to run down their investment 
portfolios—in the belief, as Lord Colgrain, the chairman of 


Alexander’s, put it, that “this is a time for the utmost 
caution.” 
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The other main feature of the discount market’s year has 
been the expansion of its bill business. Turnover of 
Treasury bills has been largely increased by the Treasury’s 
switching from deposit receipts, while commercial business 
has benefited from the slight rise in discount rates charged. 


“Bic THree” Discount Houses, 1947-49 
(£ Million) 


| 
At December 31 :— | Union National | Alexander's! Total 
a : au aw } 1 
Bilis :-— } ' 
DO aise chee ds ease denevs 146-2 | 78-7 56-4 | 281-3 
RO 5.5 ESN ccd ndeneas 164-8 107°2 | 52-0 324-0 
DPE Eka v ahpinberedeaees 212-1 109-1 78-0 399-2 
Investments -— 
Rs Mah Sb teas dake 64-5 | 52-1 | 50-8 167-4 
FO cuisine ittdeeys teeeeee 78-6 52-0 | 55:2 185-8 
iis, cies isk €2-8 60-4 | 50-0 173-2 
| 
Loans and deposits :— | ' 
f ctbde REE s Kb 1B RR TAS 207-1’ | 128-3 105-1 | 440-5 
EDU 6 ie i 4s o HE GEG a CO De | 240-9 156-6 105-1 i 602-6 
MN rats. ce ces 271-8 166-7 125-7 563-6 
Capital aml reserve sf — 
MOR Set S% ohn was ab os we Rhos 8-3 5-0 oof 17-2 
Pa. poldten cchayiman: ooo 8-4 5-1 40 | 17-5 
BE Heaps sek coke kwenss 8-5 §-2 40 | 17-7 
i 
Net profits :— | £000's | £000’s £000's £000’s 
Gy. ates, Ou er | 987-1 | 261-8 72-4 621-3 
BP sti « puedo Cat ek eae 3% i 305-3 i 251-1 | 175-5 731-9 
SMR. tins cxtes erek- Anan See 1. oe 150-4 | 747-7 _ 
+ Including carry forward. 





These rates, in Lord Kennet’s words, “ now give the discount 
market a slightly less inadequate margin of profit.” Despite 
this rise in rates, both the Union and the National show a 
I2 per cent rise in commercial bills re-discounted (probably 
partly due to the freeing of hard wood from control); Alex- 
ander’s liability on commercial bills re-discounted is, how- 
ever, nearly 25 per cent lower. There is some hope in the 
market that there will be a further revival of business in 
commercial bills in 19§0. 


* * * 


Meaningless Symbol ? 


The Midland Bank has always prided itself on the 
originality of its opinions. But never before has its departure 
from the broad unanimity of its fellow-bankers been so 
startling as that made by its chairman, Lord Linlithgow, in 
his latest annual statement. His opinions, as here expressed, 
have only one point of contact with theirs: he agrees that 
disinflation is needed to cure the “ over-extended condition ” 
of the economy, but disagrees fundamentally with the views 
not only of his fellows but of most economists and probably 
the great majority of business men, about the means by 
which this should be brought about. In particular, he 
deplores the suggestion that interest rates should be deliber- 
ately raised. In this a few of his colleagues might go a littfe 
way with him ; but all would reject the grounds on which 
he rests his case. 
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The argument is that rising interest rates were and can be 
effective only in a free, flexible and open economy, whereas 
the British economy is now controlled, rigid and closed. 
Since stocks of primary materials are either owned by the 
Government or limited by import licensing, and since long- 
term borrowings “ are controlled in accordance with national 
policy and the scale of priorities ruling for the time being,” 
rising interest rates would not, Lord Linlithgow suggests, 
check the overload of demand. It is surprising that such 
contentions should be put forward in 1950, for all experience 
since the fuel crisis and even before has gone to show how 
limited is the coverage and how leaky the sieve of the physical 
controls. But even more astonishing is the assertion that 
“direct curtailment” is, in present conditions, to be pre- 
ferred to the restraint of rising rates. 


Nor is this all, We are told that rising rates would not 
only fail to check the excessive demand but would positively 
weaken the disinflationary effort through their effects on the 
interest bill for the national debt. On this argument, the 
Daltonian orgy of credit expansion (which indubitably 
reduced that bill for a time), must have been an heroic effort 
at disinflation. Lord Linlithgow would presumably say that 
since the total volume of spending was “ controlled in accord- 
ance with national priorities ” there was no reason why a lot 
of additional but unspendable money should not be created 
in a good cause. Why, indeed, should the Government not 
try to make the gilt-edged market now retrace its steps? 
If higher interest rates do no good and yet do harm both to 
the budget and to all “approved projects” which have to 
bear the burden “ even ” though they are of “ high priority,” 
why should the community be saddled with the damaging 
load of 34 per cent ? Why not make it 23, or 13, or zero ? 
For surely the logical conclusion of the argument would be 
that the interest rate has become a meaningless symbol. 


* 


But, perhaps, after all, there is another explanation for 
Lord Linlithgow’s surprising statement. A careful reading 
shows that it prescribes a policy for conditions as they are 
now assumed to exist, with physical control and planning 
effective and immutable. Is it possible that he is really 
indulging in a sly but grim jest, by demonstrating the futili- 
ties of a system which thus mocks at fundamental economic 
forces which it may distort but cannot contain ? 


* * * 


Mr Beckett’s Farewell 


At the end of this year’s address to the shareholders of 
the Westminster Bank Mr Rupert Beckett announced his 
impending retirement after twenty eventful years as chair- 
man. His address was distinguished both by a concluding 
note of personal reminiscence (as “farewell went out 
sighing ”) and by the measured judgment of the elder states- 
man which informed its comments on national affairs. 


Mr Beckett emphasised that devaluation was “a leap in 
the dark” forced upon Britain by an alarming fall in its 
dollar reserve—a fall whose development could have brought 
with it, among other dangers, “a possible disintegration of 
the sterling area into separate units.” The proximate cause 
of this fall in reserves was a mild recession in the United 
States, but Mr Beckett suggested that “it would be unwise 
to lay too much stress on this factor” ; it would be more 
profitable to pay urgent attention to two troubles which 
could be cured by our own policies—inflation and unrequited 
exports. On inflation Mr Beckett pointed out that it was 
useless to calculate and plan how resources should be allo- 
cated between current consumption, capital formation and 
exports “ unless purchasing power in the hands of the public 
was adjusted accordingly”; his recipe for cutting down 
purchasing power was curtailment of Government expendi- 
ture. On unrequited exports Mr Beckett, while recognising 
the need for capital equipment in Asia and elsewhere, 
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pointed out that it was “inconsistent that we should be 
urging exporters to divert goods to dollar markets, while 4 
the same time the release of sterling balances provides pur- 
chasers in the sterling area with the funds with which 1 
buy the same goods.” These observations contain no new 
diagnosis but the remedy for Britain’s economic danger; 
could hardly be more succinctly described. 


Industry 


Development Councils and the Future 


Both the Chancellor of the Exchequer and the President 
of the Board of Trade last week discussed the relations 
between government and industry, and the future of develop. 
ment councils in particular ; and both their speeches seemed 
calculated to render more remote the prospect of agreement 
or compromise on the setting up of development councils. 
Sir Stafford’s theme was that the “capacity to order and 
control” was “absolutely essential for a successfully 
planned economy,” and in establishing such an economy the 
Industrial Organisation and Development Act was a vital 
factor. It was the only satisfactory way in which private 


enterprise and State planning could successfully be com- 
bined: 


Immediately we are returned to power we must set to 
work in real earnest to strengthen the Act and to bring a 
large number of development councils into effective opera- 
tion, overriding any political opposition that may be 
encountered. We have wasted valuable years trying to get 
agreement and we must not waste any more time 
The flaw in this is that it takes for granted that a develop- 

ment council set up by “ overriding ” opposition is likely to 
be a success. The president of the Federation of British 
Industries, Sir Robert Sinclair, stated the precise opposite in 
a speech at Leeds on Thursday, and added that the FBI 
would support a development council if the industry con- 
cerned wanted it, but would oppose it where the industry 
did not want it. Sir Stafford’s words are a far cry from the 
assurances of consultation and good will that came so freely 
from the government side when the Bill went through Parlia- 
ment in 1947. They are, however, mild compared with those 
of Mr Wilson, who picked out for the benefit of a Fabian 
society at St. Helen’s “ one or two points ” in which industry 
“had not fully answered the national need.” One of these 
points was the tardiness of industries to bring their less effi- 
cient firms up to the standards of the more progressive, and 
Mr Wilson took the “not unorganised ” hostility towards 
development council proposals to be a sign of this: “ politics 
rather than efficiency” had been too much to the fore is 
certain employers’ associations. 


It is less to these reproaches than to Mr Wilson’s view of 
the future that the employers’ associations can be expects 
to pay attention. He added that the “ key to the situation” 
in the long run might well be in the establishment of more 
development councils “ with undoubtedly fuller powers thaa 
they now possess”; and he spoke of legislation in a futur: 
Parliament to create those extra powers. 


But it is precisely the suspicion that this might hannen that 
has made the employers’ associations so determined in theic 
opposition. The wool textile employers, for instance, hav? 
repeatedly observed that the proposed development council 
for their industry, as its powers and functions now st1od, 
would serve no purpose that could not be served at least 
as effectively through a voluntary body which they would 
agree to set up. In the light of this, they took the 
government’s insistence on the statutory form to mean {it 
the development council was merely the thin end of the 
wedge—and that, once established and accepted, the counc'! 
would soon begin to acquire executive powers which would 
threaten their industry’s freedom to conduct its business. 
This feeling made them oppose the government's proposa!s 
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In the two hundred years since Glyn, Mills 
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great changes have shaped the course of 
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In these days of large imstitu- 
tions it is very important to 
avoid impersonality. 

Martins Bank has recognised 
this danger and has made a 
particular feature of its service 
to customers a friendly, per- 
sonal appreach to their pro- 
blems. The branches of the 
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resident District General Mana- 
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and, with the care and consider- 
ation of your leeal branch 
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so pertinaciously that the development council for their 
industry is now having to wait until the next Parliament. It 
may have seemed suspicious, and perhaps a little old- 
fashioned, on their part. But Mr Wilson’s speech, especially 
when read in conjunction with the Chancellor’s, seems to 
justify it. 

* * * 


Dual Prices in the Coal Trade 


The question of differential price systems for the home 
and export markets cannot avoid an important place in the 
discussions of the Organisation for European Economic Co- 
operation now proceeding in Paris. It is not easy to see, 
however, what real decisions of policy can be expected at 
the moment. American spokesmen, and notably Mr Hoffman 
himself, have made it clear that they want action in the 
direction of the economic integration of Europe—and that 
homogeneous price systems are among the ends they have ia 
view. A committee at Paris has studied the question on the 
lines laid down in the OEEC resolution of last November. 
But there has been little sign of any change of heart among 
the countries principally concerned ; and the British attitude 
has, if anything, hardened as the facts have been examined 
more closely. 

The United Nations Economic Bulletin for Europe has 
something to say on the subject in its issue, just published 
from Geneva, for the third quarter of 1949. A survey is 
made of coal production and the coal trade in Europe since 
the war. The general picture is that supplies of European 
coal continued, during 1949, to catch up with European 
demand ; and imports from the United States continued to 
decline correspondingly. In the third quarter of 1949 the 
United States accounted for only 13 per cent of the coal 
imports of fourteen European importing countries, compared 
with 31 per cent in the same quarter of the preceding year. 
The survey makes it clear, however, that there is still un- 
satisfied demand at present price levels ; this supports up 
to a point the British argument that the export price level 
of British coal, at least, is not unreasonably high. 


At the same time the survey points to certain facts which 
suggest that the former pattern of coal consumption in 
Europe, and therefore of the coal trade, is being perhaps 
permanently changed. The argument is expressed in figures 
which relate coal consumption to industrial output. The 
coal producing countries were naturally able during the post- 
war shortage to maintain higher levels of a@@al consumption 
than were the importing countries. But the importers have 
made efforts to raise their industrial production indepen- 
dently of their coal supplies. There is, in fact, a general 
tendency for industrial output to increase more rapidly than 
coal output, and to some extent this reflects the technological 
shift to other sources of energy. 


But the shift has been encouraged by high coal prices 
and “the dual price policy which has been followed by 
the coal-exporting countries,” and their influence will tend 
to grow: 

It seems clear that all these trends are influenced by the 
relatively high prices for coal charged by the European 
exporting countries and by the endeavour of the coal- 
importing countries to offset their disadvantageous competi- 
live position resulting from the dual price policy. 

The survey concludes that “the present price and market 
system for coal . .. may well work to the ultimate disadvan- 
tage of the coal-exporting countries by discouraging the use 
of coal in Europe.” It concedes, however, that the system 
has immediate advantages for the exporting countries. These 
weigh heavily with the British Government. They also 
weigh with the National Coal Board; Lord Hyndley, dis- 
cussing last week the prospects of the coal industry for 1950, 
made it clear that the Board did not intend to change its 
Price policy in the near future unless the Government 
directed it to do so. 
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A Refinery Project Modified 


A reduction in the authorisation of dollar aid for the 
refinery project at Shellhaven, on the Thames, was 
announced by the Economic Co-operation Administration 
last week ; it is attributable to capital-saving measures under- 
taken by the Shell group of its own volition, and not to any 
pressure from ECA. In view of Anglo-American differ- 
ences on oil trade policy, it may perhaps have been 
inevitable that the suggestion should arise that the reduction 
was in some way a retaliatory measure. But all the parties 
concerned have been at pains to deny this, and the facts 
support their denial; to get any plan through ECA takes 
longer than a few weeks, and the modifications now made 
in the Shell refinery plans were worked out some months ago. 
Substantially, therefore, the matter was decided before the 
British Government announced its plans for reducing the 
purchase of dollar oil. 


The reduction amounts to $7,588,000o—or about three- 
quarters of the original dollar appropriation for Shellhaven. 
An ECA spokesman in Washington explained that the 
British plan for Shellhaven had been so modified that it 
would cost $34 million (in sterling and dollars) instead of 
the $58.4 million which had been contemplated. Statements 
in London have made it clear that the project has been 
reviewed to save dollars and also to save capital expenditure 
all round. A review of this kind is sensible commercial 
practice and, no doubt, entirely healthy. It has resulted in 
a decision to postpone the erection of certain units at Shell- 
haven and to make some other modifications there. It was 
made easier by the fact that refineries similar to the proposed 
new plants have already been brought into operation over- 
seas, and have demonstrated that their “ rated capacities ” 
had been conservatively estimated ; the plants, as designed, 
can handle more than was said. The two new refineries at 
Stanlow and Shellhaven will still, therefore, be able together 
to handle about 6,000,000 tons of crude oil a year—not 
much less than was at first estimated—even though Shell- 
haven is to be smaller. 


Since one of the Shellhaven units to be postponed is the 
catalytic cracking unit, it seems fair to assume that the 
flexibility which is the purpose of these modern units now 
appears less imperative than it did. Market forecasts have 
probably not been radically changed, but it seems not 
unlikely that they have been somewhat toned down. It is 
a useful reminder that the refinery programme, though it 
tends to be officially regarded as a majestic national plan, is 
in fact a jig-saw of commercial projects, and subject to 
change on commercial grounds. 


* * * 


Retooling at Dagenham 


The Economic Co-operation Administration has become 
a valuable source of information about British industrial 
plans, about which the authors of the plans are themselves 
sometimes unaccountably coy. An ECA announcement this 
week disclosed a considerable scheme for the retooling and 
re-equipment of the Ford Motor Company plant at Dagen- 
ham. The company has so far said little or nothing about 
the scheme, but, since the dollar authorisation has now 
been granted, it seems likely that work is to be begun soon. 
ECA has authorised $4,500,000 (about {£1,600,000) for the 
project ; this is to cover the cost of tools and equipment 
which will be required from the United States, and the Ford 
Motor Company will pay the sterling equivalent ; it is per- 
haps of interest that the American parent company in this 
case has not chosen to follow the example of Standard Oil, 
which is providing dollars to build the Fawley refinery for its 
British subsidiary. 


The whole cost of the Ford scheme is to be about 


£4,000,000, so that about 40 per cent of the expenditure 
will be on American equipment. The plant at Dagenham 
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is already an integrated plant of exceptional efficiency, and it 
seems fairly certain that the primary purpose is not a re- 
modelling of the plant but a general change-over to a new 
series of models—to be accompanied, no doubt, by some 
improvements in efficiency and perhaps by some expansion 
of output. In the last two years Dagenham has turned out 
about 150,000 cars, commercial vehicles, and tractors a year ; 
output of cars and commercial vehicles was increased last 
year, but output of tractors was somewhat reduced. For a 
number of years the company has kept its output high and 
maintained an excellent export record, but, partly in order 
to do this, has kept its products substantially unchanged. 
A new range of European Ford models would be a con- 
siderable event in the motor industry. 


. * * 
Decline in Shipbuilding Orders 

No change in the downward trend of shipbuilding 
business is recorded in Lloyd’s Register shipbuilding returns 
for the last quarter of 1949. They show that at the end of 
ihe year there were 1,994,191 tons gross of merchant ships 
under construction in Great Britain and Northern Ireland, 
a decline of 101,026 tons in the quarter and of nearly 250,000 
tons since the postwar peak of June, 1948. The British pro- 
portion of the recorded world total, however, has remained 
steady at about 45.4 per cent, since the tonnage under con- 
struction abroad declined by as much as 111,945 tons gross 
during the same quarter. The total figure in foreign ship- 
yards is now 2,400,577 tons gross, compared with 2,512,522 
tons at the end of September last—although returns from 
Germany, China and Russia are still excluded. The most 
pronounced decline has been in the United States, where 
only 41 vessels of 512,787 tons were building at the end of 


MERCHANT SHIPBUILDING IN THE UniTED KINGDOM 
Vessels of 100 Tons Gross and Over 








(Tons Gross) 

Period Laid Down Launched Completed 
Ist quarter ..... 273,743 263,407 310,696 
287,850 357,745 539,012 
Ls. eae 401,850 336,985 559,862 
ee. Ses ene 248,696 301,941 363,780 
Total, 1949..... 1,212,139 1,260,078 1,353,350 
(Quarterly av.) . (303,035) (315,019) (338,358) 


Source: Lloyd's Register Quarterly Shipbuilding Returns. 
the year, compared with §0 vessels of 625,281 tons three 
months earlier ; this was a fall of 112,494 tons in the quarter. 
Work in hand has declined in most countries ; Denmark, 
France, Italy, Poland, Portugal, Finland and Sweden are 
exceptions, 


The changing state of work in the British shipyards can be 
traced in the accompanying table, which shows the tonnages 
begun, launched and completed as recorded by Lloyd’s 
Register in the four quarters of 1949. Too much ought not 
to be read into the figures for one quarter alone, since 
totals over such a short ped can be unduly influenced by 
a few large vessels, but if the average for the year is taken it 
will be seen that the rate of completion has exceeded the 
launching rate ; and the rate at which new work has been 
started has lagged behind both. This can be taken to mean 
that delivery times are improving and that there is not 
always suitable work to fill every berth as it becomes vacant. 
There is no lack of tanker orders, which indeed now account 
for nearly 50 per cent of the work in progress in British 
yess and about 70 per cent of the tonnage still to be laid 

wn, 


— 


* * x 


Steel Company of Wales 
Devaluation will not entail any increase in the cost of 


plant imported from the United States by the Steel Company 
of Wales for its development scheme. Mr E. H. Lever, 
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chairman of the company, makes this clear in his statemen; 
with the accounts for the year ended October 1, 1949, pub. 
lished this week. The com has consistently pursued 
the course of buying dollars forward and had acquired suff. 
cient dollars prior to devaluation to finance its purchases in 
the United States. The expenditure of a further {14,653,322 
on the development scheme during the year shows that good 
progress has been made with the project which, it is expected, 
will be in full operation at Margam next year. Altogethe; 
£23,822,167 had been expended up to October 1, 1949, 
Out of contracts for capital expenditure put in hand by tha: 
date amounting to approximately £54 million, roughly 
£30 million remains outs The chairman has again 
intimated that the original cost of £60 million for the 
scheme will inevitably be exceeded owing to rising prices, 
Means for financing the additional cost are under considera. 
tion. As matters stood at the end of the past year, only 
£6,400,000 had been advanced by the Finance Corporation for 
Industry out of its original guarantee of £35 million. Funds 
raised by the £15,000,c00 3 per cent debenture issue in 1947 
have now been spent on the scheme and an arrangement has 
been made with the Finance Corporation for Industry to 
advance money in monthly instalments as the work proceeds. 
This arrangement makes it unnecessary to hold big balances 
of cash. At the same time the company saves interest on its 
loans from the FCI. 


The total interest charges have risen, in spite of this, from 
£358,039 to £486,534 in the past year. In addition, 
provisions for depreciation and furnace renewals have taken 
£692,286 against £555,829 from the year’s profits. Against 
these increases, initial allowances on new capital expenditure 
have again rendered it unnecessary to make any provision for 
taxation in 1948-49. Hence the increase from {1,486,523 
to {2,112,728 in trading profit on the year is reflected in a 
striking rise in consolidated earnings which provided 3} times 
cover for the restricted 4 per cent ordinary dividend. Yeta 
note of caution is sounded by Mr Lever. He indicates that 
part of the increase in profit arises from higher export prices 
which he realistically regards as “temporary.” The new 
hot strip mill promises to be highly efficient, and efficiency 
will certainly be needed to face the growth of competition 
which is probable in the early fifties. 


Finance and Trade 


Trade Talks-econtinued 


The difficulties besetting Britain’s trade and payments 
negotiations reflect the attempt to encourage freer trade 
without further widening the adverse payments gap. Par- 
ticularly tricky problems confront the negotiators with 
Holland and Switzerland, though the Danish talks will prove 
hardly less difficult. Norwegian talks are said to be pro- 
ceeding more smoothly—Norway is short of sterling. The 
first stage in the Dutch negotiations has been completed 
and the two delegations are now reporting to their govern- 
ments. British imports from Holland have been rising eve? 
faster than exports to Holland, and a favourable trade balance 
of £4.2 million in the first eleven months of 1948 was 
turned into a visible deficit of £9.6 million in the equivalent 
period of 1949. Yet another batch of quantitative restric- 
tions on Anglo-Dutch trade is to be removed in 1950. This 
is an attempt to keep faith with the aims of freer intra-Eur0- 
pean trade despite the risk that, as a result, still more 
sterling may accumulate in Dutch hands. The Dutch appeat 
aware that their sterling holdings may fise in 1950, ? 


prospect they view with a distinct lack of relish. Not su'- 
prisingly, an attempt to secure a relaxation of some of the 
restrictions recently imposed upon the use of Dutch account 
sterling has apparently featured prominently in the negoti 
tions. Holland wishes to use some of its sterling to buy 


goods in the sterling area for re-export to other transferable 
account countries. 
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The negotiators in the Anglo-Swiss talks, who have been 
sitting for some ten days, have not only to consider the 
annual trade pact but also to formulate a new payments 
agreement to replace the three-year agreement due to expire 
ai the end of March. Under this agreement, Switzerland is 
picpared to hold up to £15 million in sterling, but requires 
any further sterling to be converted into gold. Gold to the 
value of at least twice the ceiling figure has had to be shipped 
to Switzerland in the past three years, but at present Britain 
is further from the danger point than at any time since 
1946. Swiss nationals had been amongst the most successful 
in Maintaining an open bear position in sterling before the 
devaluation ; their settlemerts in the following few weeks 
therefore made a considerable inroad into the sterling 
reserves of the Swiss authorities. Moreover, British exports 
1o Switzerland picked up well in November and December, 
while Swiss earnings from winter sports tourists have fallen 
off sharply compared with other post-war seasons. Yet both 
parties would agree that the achievement of long-term equili- 
brium in the bilateral balance of payments remains highly 
problematical. 


In the talks with Egypt, discussed in some detail in The 
Economist a fortnight ago (together with the Israeli talks 
which opened in London on Wednesday), the breakdown 
widely reported in the Egyptian press has proved without 
foundation. This does not mean that there may not be a 
breakdown at some later stage if the Egyptians do not drop 
ithe fantastic demands reported to have been advanced. But 
not even Egypt can be in earnest in asking, according to 
reports, for a release of £100 million in sterling, £10 million 
in dollars, and a share in the gold reserves of the sterling 
area. It is difficult to see why Egypt should want large 
amounts of sterling unfrozen at this moment, when Egypt 
is said to have substantial sterling balances freely available. 


Features in Exports 


Last year’s achievement in exports was encouraging, but 
it cannot be said even now that Britain’s sales abroad have 
siruck firm reots. The trend during the past year is best 
judged by adjusting the monthly figures to a standard month 
of 26 working days :— 

British Exports 
(Adjusted to a Standard Month of 26 Days) 
({ Million) 


Jannary ....+. 159 May as « <ne«- 1514 September .... 142 
Vebruary...... 1525 FUNG o.  é aoe 155 October ....... 156 
March ....%.56 154 POS 66a 14145 + November..... 1605 
April... on teas 149 ~|~ «(August ..... 137 December ..... 160 


The expectation of devaluation, followed by the decision 
iiself, sharply divide the third and fourth quarter trends. 
Exports of food, drink and tobacco and of raw materials were 
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larger (by value) in the tourth quarter of the year than in 
the first quarter of 1949. The rise in food exports was mainly 
due to the higher sterling value of whisky, while the increase 
in raw materials reflected larger exports, at higher prices, 
of coal and domestic grown wool. 


Manufactures recovered in the last quarter of the year, 
though their value did not regain the level of the first quarter. 
They owed much to the metal using industries. Vehicles and 
iron and steel manufactures reached record values, exceeding 
their first quarter figures by nearly 10 per cent. Vehicles, 
in particular, appear to have gained more from the devalua- 
tion of sterling than any other export. 


ANALYSIS OF BritisH Exports 1n 1949 
(£ Million) 
Monthly Average 


} 





| 4th Ist | 2nd | Sed | 4th Dee 
Qtr. | Qtr. | Ot. | Qtr. | Qe. | 4o43 
| 1948 | 1949 | 1949 1949 «1949 | *” 
ee Fees i 
Food, drink and tobacco .. | 8-3 | 8-1 | 7-1 | 72 10-1 10-7 
Raw Materials ......c.ce0- | 66 | 65 | §&? 6-2 8-9 9-0 
Of which :-— i i 
Geri. os hececedis | 4-2 3-6 | 35 4-3 5-4 | 8-3 
WE coc iscodss enc unes |} 0-7 09 | O8 | 09 17 | 1:8 
} | 
Manufactures ...0ccce00s 124-6 | 135-0 | 127-3 | 124-3 | 132-9 | 127-5 
Of which :-— i ‘ i i 
Poitery, glass, ete. ....... ; 39 4-4 | 4-0 3-9 3:9 | 3-5 
Tron and steel mfrs....... | 10-0 10-3 | 10-1 10-3 | 131-5 11-4 
Non-ferrous metal mrfrs.. | 8-1 | 68 | 52 | #8 } s4@ | S6 
Cuthety, tees. foccc . ctwe Pea SOS FE TSS 33°41. &T 
Electrical goods ......... Li OS. ee 1 ee 64; 64 1 6-3 
Machinery ............+. 20-9 | 23-9 | 22-6 | 22-8 | 23:7 | 22-9 
Cotton goods .......6665 { 23-1 | 14-3 | 13-8 13-1 11-8 }i-l 
Wool goods ....... soho } 86 | 91) 8-3 8-5 8-8 8-8 
Rayon and sitk goods .... 3:4 53 |}. 38 | 3-4 2:9 ;. 2-6 
Chemicals, ete. .........+ | 21.75 | 73 | 6-2 7:2 | 7-0 
WOME Ss Cicinvemdeseas 23-8 | 26-4 | 24-8 | 24-2 | 29:0 | 26-5 
} j } 
ME nd wns oe hatannnae | 4-2 21 ae 3-4 | 46 6-6 
DORAR iin conckesidss 143-7 | 153-3 | 144 


0 | 141-1 156-5 153°8 





Cotton exports were unsatisfactory, for they fell throughout 
most of the year and reached a much smaller rate than in the 
last quarter of 1948—as indeed did exports of silk and rayon 
goods. Exports of wool textiles, on the other hand, declined 
during the second quarter of the year, but thereafter re- 
covered almost to the level achieved in the first three months 
of 1949. Chemicals, non-ferrous metal manufactures and 
cutlery all showed some increase in the last quarter, whereas 
exports of pottery and electrical goods continued to decline. 


The 1949 export figures show that the export effort is 
highly geared to vehicles and metal manufactures. The 
steady expansion of vehicles and the relative stability in 
machinery shipments are satisfactory. But exports of textiles 
and other consumer goods ought to be carrying a bigger 
share of the effort, and the fact that they are not as yet doing 
so can hardly be dissociated from the Government’s 
economic and financial policy. 
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Britain’s Trade in 1949 


British imports in 1949 totalled £2,272 million com- 
pared with £2,078 million in 1948 and £1,795 million in 
1947. The increase owes much to the recovery which has 
occurred since devaluation. Yet the deficit on visible trade 
{429 million—was scarcely changed compared with the 
1948 deficit of £432 million, for exports also rose sharply, 
particularly after devaluation. Any limited satisfaction with 
the achievement for the full year must be qualified by the fact 
that the fourth quarter of 1949 still showed a wider gap than 
either the first quarter of the year or the last two quarters 
of 1948. Imports in the fourth quarter of 1949 cost Io per 
cent more than in the first quarter (when the gap was nar- 
rowest) whereas the value of exports (taken alone) and total 
exports (including re-exports) rose by only 2 per cent in the 
same period. Since the volume of exports in the last quarter 
is estimated to have risen by only 2 per cent compared with 
the first quarter, little change appears to have taken place in 
average export prices between the two periods. 


The main increase in imports occurred in raw materials, 
which cost £774 million, 13 per cent more than in 1948. 
Food imports cost £969 million and rose by 10 per cent and 
manufactures £509 million—a rise of 5 per cent. Imports 


Britarn’s TRADE IN 1949 





























(£ Million) 
a ; j Tz mn - —— 
Imports Exports |Re-exports} Total | Excess 
| (cif) | (fob) | (f0b.) | Exports | of 
} | | (f.0.b.) | Imports _ 
ee oo ‘oo er Teer 
SONTs Veter ni. ccpcge ces 1795 | 1138 | 60 | 11983 | 5% 
co | 4 ati aalenee 
14% | | 
Fiest quarter .....,.00. 4388 | 353 15 369 119 
Second” %.  pesbetaau 538 | | (390 16 406 132 
Pied. © Oo eae 524 | (407 16 424 101 
Fourth. ossnspeses f: 8 <*t. ami 17 448 80 
Welt ceive osihpeee 2,078 | 1,582 65 1,646 432 
1949 i a 
First quarter ........4. 538 | = 460 15 475 | 63 
SevGhl - at we wianbe ds 582 432 15 “7 | 1s 
Re ge eed S62 | 423 | 12 435 | 127 
I b Sin pebes ephew Ss 469 | 16 | 435 | 106 
———— — i / -—— — 
RE aca, «pus 2,272 1,734 | 59 | 1,843 429 
Note : Discrepancies ia totals due to rounding off. 





of raw wool increased by nearly 50 per cent but part of this 
rise is explained by the transfer of stocks from Australia and 

~ New Zealand to Britain. Oils and oilseeds increased by 20 
per cent, cotton by 14 per cent and timber, iron ore and scrap 
were also larger. Among the foodstuffs, dairy produce in- 
creased by one-third and meat by 16 per cent, but imports 
of cereals declined in value by nearly 10 per cent. 


* * * 


Canadian Food Contracts 


Negotiations between Britain and Canada on the 1950 
cheese contract proved less difficult than had been expected. 
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Britain agreed to buy a minimum of 70 million Ib, and , 
maximum of 85 million Ib, compared with $0 million tb jn 
1949. The contract represents the entire export surplus ig 
1950, estimated at between 60 and 70 million Ib—and wilj 
also absorb a substantial part of the Dairy Board stocks. f;; 
conclusion was assisted by a Canadian concession on the 
price, which is reduced from 31 cents a lb to 25 cents, 
Even so, because of devaluation, there will be an increase of 
6 per cent in the sterling price. The Canadian Governmen: 
will subsidise exports of cheese to the extent of $2,500,000, 
The cost to Britain for the minimum quantity (70 million |b) 
will be $174 million, or $2,000,000 more than the cost of 
last year’s purchase. Thus the burden of lower price and 
larger quantity is shared equally by the two countries. The 
maximum quantity of 85 million lb would cost Britain $21! 
million. It may be supposed that this further dollar com- 
mitment will be accepted only if British exports to Canada 
warrant it. Canada will thus dispose of its surplus produc: 
without imposing any serious burden on Britain. The fac: 
that ECA funds will not be available for British purchases of 
Canadian cheese (or for bacon) will not affect the settlemenr. 
Dollars for bacon will be provided by postponing the sale of 
12} million bushels of Canadian wheat under the four-year 
contract. 


European Payments in December 


Pending its fundamental amendment now under di- 
cussion in Paris, the Intra-European Payments Schem: 
continues to function as best it may along the lines agreed 
last June. The December compensations of intra-European 
payments have recently been completed. They involved the 
utilisation of drawing rights amounting to the equivalent of 
$44,866,000. In the six months to the end of 1949 such 
drawing rights had been used to the total amount of $294.9 
million. This compares with a total of $802 million agreed 
for the whole year to June 30th next. It will thus be seen 
that the utilisation of these drawing rights is falling well 
behind schedule. To this extent a proportionate amount of 
conditional grants from the United States is being imperiled. 
In December the United Kingdom granted drawing rights to 
the equivalent of $11,669,000. There was no contribu- 
tion to France, which has now passed through the first half 
of the payments year without touching any part of the total 
drawing rights (equivalent to $120 million) established by 
Britain in its favour. The United Kingdom did not have t 
use any of its own drawing rights during December. This 
an interesting indication that a more favourable trend in 
Anglo-Belgian payments is being maintained ; it suggests that 
the Belgian holding of sterling must still be below the gol 
ceiling and that no further gold has been lost to that country. 


* x x 


Basis of Tax Assessment 


The first public sittings of the Committee on Taxation 
of Trading Profits (set up last year by the Chancellor) pr0- 
vided three field-days for accountants. Of the seven points 
on which representations were invited by the committee, 
several should be familiar—including, for example, the much 
publicised question of depreciation allowances. But the 
first public sittings were confined to fundamental but complex 
questions of the basis period for tax assessment. Under the 
present system, an established business is assessed to income 
tax for each year ended April 5th by reference to the profits 
of the accounting year ending next before the previous April 
6th. This method is convenient enough for a continuing 
business ; but anomalies arise in dealing with new business 
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in their earlier years of operation, and with the closing years 
of businesses which cease. The weight of professional and 
business opinion is decidedly in favour of avoiding these 
difficulties and assessing income tax on an “ actual” basis. 
The Federation of British Industries, the Association of 
British Chambers of Commerce and the Institute of Chartered 
Accountants and many others supported this change. 


Under the present system, profits shown by the first com- 
plete year’s accounts of a new business can be represented 
in whole or in part in three successive years’ assessments. A 
business is assumed to cease and restart merely if it is incor- 
porated as a company, or if some group re-arrangement takes 
place. A partnership may, at its option, be treated as a new 
business if a change in the firm’s constitution occurs. In 
general, this duplication of taxation on early profits does not 
involve payment of excess tax. But on the occasion of cessa- 
tion the profits of some twelve to twenty-three months (depen- 
dent on the balance sheet date) are never assessed to tax. 
The existing system, however, is not without its defenders— 
among them the Association of Inspectors of Taxes, a 
minority of members of the FBI and other bodies largely 
representative of smaller concerns. The chairman, Mr Mill- 
ward Tucker, stated, however, that more people favoured the 
change than were against 1t. 


Despite this broad consensus of opinion, however, the 
experts did not lose the opportunity to indulge their tendency 
to differ. The FBI, Chambers of Commerce, English 
Chartered Accountants and others favoured assessing each 
fiscal year (amended to March 31st) by apportioning the 
results shown by successive years’ accounts. The Scottish 
Chartered bodies, and a number of other witnesses, pointing 
out the delay involved by waiting for the later year’s accounts, 
preferred that the “Profits Tax basis” should be applied 
in full to Income Tax, so that the results of each accounting 
period would be assessed. This is clearly a less fundamental 
point ; other witnesses suggested that, so long as all were 
assessed on “ actual ” profits, a different procedure for com- 
panies and unincorporated concerns might be admitted, there 
being some special, though not in any case insuperable, diffi- 
culties in departing from the fiscal year for the latter. Any 
change to an “actual” basis would involve payments on 
account before the exact tax liability could be determined 
if the Exchequer’s revenue were to be maintained—unfor- 
tunately a necessary assumption. 


* ® * 


Vulnerable Wool 


Wool prices in Australia last week reached the highest 
levels since the war and are not far from the highest ever 
recorded—in 1920. The wool market today shows some 
close resemblance to that of thirty years ago. The fears 
then widely heard, that wool would be in short supply for 
some years to come, are heard again now. In 1920, prices 
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rose steeply and reached fantastic heights—only to slump 
just as sharply. This season, the wool market opened quietly. 
Foreign buyers held off, waiting for the devaluation of ster- 
ling. Since October, however, prices have persistently risen: 
first merino wools, then crossbreds and now merinos again. 
Most British wool manufacturers are booked up with orders 
for nine or twelve months ahead. Commercial stocks in this 
country and elsewhere are not large, and stocks held by the 
Joint Organisation, which in the past five seasons have su 
plemented the current clips, are dwindling rapidly. If the 
present level of world consumption of wool is maintained, 
next season might well call for 300 million Ib. (greasy basis) 
more than the new clip. 


The bullish sentiment in the wool market is very confi- 
dent. But two other factors are important and must be 
taken into account. First, the Wool Study Group last 
November estimated that world production of apparel type 
wools in the current season would increase by over 2 per 
cent while world consumption was expected to show a slight 
decline. In spite of these forecasts, prices have offset the 
devaluation, and some types of wool have risen in terms of 
gold. The second factor is that the demand for raw wool is 
derived from the demand for wool textiles. In Britain, 
retailers are again beginning to feel consumer resistance, even 
though the prices of wool manufactures have yet to reflect 
the recent increases in the cost of raw wool. 


* 


Next Monday, a conference opens in London to review the 
operations of the Joint Organisation. Since September, 
1945, more than 85 per cent of the total stock has been 
sold (in addition to the current clips of the three 
Dominions). The problem facing the conference is 
whether the organisation should be wound up—and, if so, 
whether some form of marketing organisation should replace 
it. The proposals which have come from various organisa- 
tions in Australia, New Zealand and South Africa suggest 
that those dominions would welcome a commonwealth 
marketing scheme to fix support prices for their domestic 
wool growers ; and these would be partially financed by 
Britain. Such a scheme would seem hard to reconcile with 
the principles of the International Trade Organisation 
charter. And it might represent a very heavy commitment 
to all parties, Britain included, if wool prices were to fall 


sharply. 


Shorter Notes 


Owing to an unfortunate typographical error a caption 
in the advertisement columns of The Economist last week 
stated that the District Bank’s figure for deposits at the 
end of last year was {23 million. As was evident from 
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the body of the chairman’s statement beneath it, the true 
figure is £231 million—a new record for the bank. In 
his statement Sir Thomas Barlow attributed the expansion 
in deposits partly to a growth in the bank’s business 
but partly also to the inadequacy of the Government’s 
measures of disinflation ; in this latter context he had some 
pointed words to say on the way realistic disinflation would 
help to put Britain’s major industries (including especially 
the cotton industry) in better trim to meet growing compe- 
tition from abroad. 


* 


Mauritius has accepted the Ministry of Food’s offer for a 
five-year contract for sugar commencing in 1953. Britain 
has guaranteed it a market for 335,000 tons a year at a price 
to be negotiated annually. Total exports of sugar from 
Mauritius during this period have been planned at 470,000 
tons a year. The Ministry of Food has postponed the date 
by which the West Indies must decide to accept or reject its 
offer for a long-term contract, to February 18th. The next 
meeting of the International Sugar Council has been fixed for 
February 27th. 


* 


The talks which took place in London last week between 
officials of the Danish, Norwegian, Swedish and United 
Kingdom Governments to consider measures to promote 
closer economic co-operation between the four countries con- 
cluded with the issue of a particularly evasive communiqué. 
It announced that “certain practical steps in the field of 
liberalisation of payments” had been recommended to 
ministers of the four countries. The responsible ministers 
are now in Paris to attend the OEEC meeting and it may be 
hoped that after they have set the seal of their approval 
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on the results of the London talks, a more detailed com. 
muniqué will be issued. The questions under considera. 
tion in London were essentially concerned with exchange 
control between the four countries. It may, therefore, be 
assumed that the result of these discussions will be a greater 
freedom of payments both for current and approved capital 
transactions within the group. 


* 


An Engineering Equipment Users’ Association has been 
formed to promote standardisation of the types of plant which 
its members have in common. Its founders are Anglo- 
Iranian Oil, Courtaulds, Imperial Chemical Industries, Leye; 
Brothers and Unilever, and Shell Petroleum. They think 
there may be good opportunities for standardising plant o; 
parts of plant such as electric motors, switchgear, pipes and 
flanges. Where the members agree on a standard, they wil! 
then be in a position to present a combined users’ point 
of view to the British Standards Institution. 


* 


The British and Italian exchange control authorities 
have decided to permit British residents to sell any holdings 
of blocked lire (arising from dividend payments, sales o/ 
property in Italy and other transactions, the proceeds from 
which are not convertible) to approved banks here against 
sterling. The banks may then pass these lire on to their 
clients for tourist and other payments ; although the total 
allotment of sterling for these payments has not been raised, 
the rate of exchange at which the banks can acquire the small 
amounts of blocked lire forthcoming (1850 lire to the { 
last Wednesday) is at present somewhat more favourable than 
the rate for commercial payments (1750 lire to the £). 





NOTICES 
MINISTRY OF EDUCATION 


Applications are invited from men and women between 23 and 40 
years of age for admission to courses of training as full-time 
Teachers of Commercial Subjects and Office Arts (Shorthand and 
Typewriting) in Technical Colleges and similar institutions. 

Applicants who wish to teach Commercial Subjects should have a 
University degree or professional equivalent or a Higher National 
Certificate in Commerce. Applicants who wish to teach the Office 
Arts should possess one or more recognised certificates of competency 
and should show evidence of at least two of the following:— 

(a) a good general education; 

(b) at least three years’ accredited experience in business: 

(c) having followed a directed course of study in some related 

subject up to the stage of the advanced course of the R.S.A. 

Training will be given in the principles and practice of teaching 
and in the methods of teaching special subjects. The courses will be 
of three terms’ duration. There will be no fees, and students will 
be eligible for maintenance grants for the period of the course, 

Application should be made on Form 203 R.E., which may be 
obtained from the Secretary (Teachers R.E.3), Ministry of Education, 
23 Belgrave Square, London, S.W.1. 

Requests for Form 203 R.E. should be clearly marked * Technical."’ 


THE UNIVERSITY OF LIVERPOOL 


Applications are invited for the following posts in the Department 
of Extra-Mural Studies, 

(a) Junior Staff Tutors in Economics, Music, Psychology, Social 
Science, at a salary scale of £450/£25/£500 per annum, or 

(bo) Staff Tutors in Economics, Music, Psychology and Social 
Science, at a salary scale of £550/£50/£900. per annum, The initial 
salary to be fixed according to qualifications and experience, 

Applications, stating age, academic qualifications and experience, 
together with the names of three referees, should b@ received not 
later than March 4, 1950, by the undersigned, from whom further 
particulars of the conditions may be obtained. 

STANLEY DUMBELL, 
December 30, 1949. Registrar. 


\ ,ANTED.—Volumes of The Economist, bound or unbound, for 
years prior to 1923.—Write R. G. DuBois, P.O. Box 4701, Cape 
Town, South Africa. 





TZ URICH undergraduate desires two months exchange-visit, pref. 
4 OXFORD/CAMBRIDGE. Other attractive offers from France 
and Switzerland through Robertson's Ex e-Travel Service, 61 
Fellows Road, London, N.W.3. PRImrose 1370. 


_——,~ 


7OUNG man (26), B.Com. (Hons.), seeks a tion where enthu- 
siasm, imagination, adaptability and willingness to work hard 
will be appreciated, preferably in economic department.—Box 316. 


OR Sale.—Keesings Archives, Jan., 1946, to June, 
—Box 319. une, 1949, complete. 
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BRADFORD EDUCATION COMMITTEE 
TECHNICAL COLLEGE, BRADFORD 


Applications are invited for appointment as SENIOR ASSISTANT 
in the College, to give general assistance to the Principal, and w 
participate in the teaching of INDUSTRIAL ADMINISTRATION 
AND MANAGEMENT. i 

The salary, including allowances, may range from £700 to £905 per 
annum, according to the Burnham Scale. ; 

Further particulars of the appointment and forms of application 
may be obtained from the Director of Education, Town Halil, Brad 
ford. and completed forms should be returned to the Principal of 
the College within two weeks from the date of publication of th 


advertisement. 
A. SPALDING, Director of Education. 
January, 1950. 


EQUATORIA PROJECTS BOARD 


ANGLO-EGYPTIAN SUDAN : 
The Trading Division of the Equatoria Projects Board, Juba, tl 
Sudan, which is a commercial organisation sponsored by the Sudan 
Government, requires the services of a qualified accountant, aged 
to 45. for service in the Sudan, to be chief accountant of the 
Division, to organise the ocomane staff and to apply a system © 
accounting suitable for base shops, branch shops and travelling sales 
vans, distributed over a wide area. Candidates must be either 
Chartered or Incorporated Accountants. Experience in the accounts 
of wholesale distributors and chain-store retailers will be 4" 
advantage. 
Appointment will be on a Short Term Contract on a salary scale 
between £6900 and £61,200 (£E1 = £1 0s. 6d.). A Cost of Living 
Allowance varying between £E180 and ££390 according to the number 
of dependents is also at present payable, The starting rate of the 
salary will be fixed according to age, qualifications and experiene 
The contract provides for an initial probationary period of two ye*™ 
on satisfactory completion of which a further period up to four yea" 
may be ageed, with the possibility of extension. There is at prese! 
no Income Tax in the Sudan.’ Housing accommodation will 
available at a moderate rental. Free passage on appointment. 
Application forms may be obtained from the Sudan Agent in Londo, 
Wellington House. Buckingham Gate, London, S.W.1. Please mark 
envelopes ‘* Accountant, E.P.B.”’ 


Gj BapcaTe (28) in Eeonomics with Statistics seeks progress!v’ 
A position in statistical or market research department. Commer 
cial experience and certificate. Keen and adaptable.—Box 325 


antennae - . 
— on _ 2 


ee Sr ics, Nos. 1-48 
I Offers.—Box oat ete set Monthly Digest of Statistics, Nos 
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xaos — Aconataes, required by National Trade aoe 
on for eccounts nim 
salary £600 p.a.—Write Box 322. 7 —e 
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Fe SALE.—Kconomist and Records Statistics complete 


$47-48-49,—Offers, Crook, 6, Guildford Avenue, Chorley, Lancs- 
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COMPANY MEETING 5 


MIDLAND BANK LIMITED 


QUESTION OF HIGHER INTEREST RATES 


VALUE OF CREDIT FACILITIES 


NEED TO ENLARGE NATIONAL OUTPUT 


LORD LINLITHGOW ON ECONOMIC POLICY 


The 114th annual general meeting of the 
Midland Bank Limited will be held at the 
head office, London, on February 15th. 


The following are extracts from the state- 
ment by the chairman, The Most Hon. The 
Marquess of Linlithgow, K.G., K.T., on the 
report of the directors and balance sheet for 
the year to December 31, 1949:— 


The year 1949 added its full quota to the 
annals of Great Britain’s struggle for post- 
war economic and financial rehabilitation. 
In the monetary field the outstanding events 
were the lowering of the gold and dollar 
value of the pound and the fall in values 
of gilt-edged securities, from which only a 
partial recovery was recorded towards the 
end of the year. 


These two events were closely associated 
in both time and cause. The initial heavy 
fall in gilt-edged took place within the few 
months preceding devaluation, and to a large 
extent reflected widespread expectation of 
that step. It was due, not so much to any 
strong movement to turn holdings of gilt- 
edged securities into cash, but rather to dis- 
inclination on the part of potential investors, 
in the uncertain conditions then ruling, to 
take up those securities coming on to the 
market in the ordinary course of business. 
The uncertain conditions in turn arose from 
increasing disquiet as to the balance of pay- 
ments, for it was felt that the progress earlier 
recorded towards closing the gap on the sterl- 
ing area’s dollar account had not been main- 
tained, that the reserves of gold and dollars 
were once again rapidly running down, and 
that stern measures within the national 
economy would be found necessary as an 
accompaniment to what seemed an inescap- 
able writing-down of the exchange value of 
the pound. 


TREND OF YIELDS 


The sharp fall in gilt-edged securities, how- 
ever, represented in part a temporary exag- 
geration of a slow trend in the direction of 
rising yields on fixed-interest-bearing invest- 
ments. The trend might be read as a symp- 
tom of persistent disparity between the flow 
of investible savings, whether personal or 
corporate, and the demand for capital finance 
arising from both public authorities and pri- 
vate undertakings. This over-stretched 
condition, of what has come to be called 
inflationary pressure, was one element in an 
economic situation that ultimately called for 
adjustment of the dollar-sterling parity. 


_ Naturally, other factors were at work, 
like the recession of business in the United 
States early in the year; but the causative 
connection between the two major monetary 
events of the year is clear. It must be noted, 
in qualification thereof, that the rise in effec- 
uve interest rates was limited to the capital 
market; apart from minor adjustments in 
discount rates for commercial bills, there 
was no corresponding upward movement in 
rates for short-term accommodation, whether 
by way of discounts or direct borrowing 
from the banks. Tr bills and Treasury 

Posit receipts eumned. as cheap a form of 
Government finance as they had been ever 
945 the rates were lowered in October, 


FEELINGS OF DISAPPOINTMENT 


No one can escape some feeling of dis- 
appointment with the actual course of 
events; and this feeling, together with a 
natural anxiety for the future, has led to 
even more widespread and vigorous discus- 
sion than heretofore of a variety of forms 
of corrective action. The discussion became 
perhaps ev2n more lively after the disclosure 
of the Government’s own measures of in- 
ternal adjustment, following devaluation, 
which by many critics were judged to be 
inadequate. The issue is in truth much less 
one of estimates and the matching of con- 
jectural statistics than of the psychological 
response to the needs of the situation, and 
this is a factor which no man can foresee, 
still less predict its force. Accordingly, I 
shall not attempt to pronounce upon the 
general question ; what is perhaps more help- 
ful is that we should clarify our minds as to 
the appropriateness of some of the sugges- 
tions made for putting to rights the internal 
monetary situation, 


First, then, it has been widely advocated 
for some t-me past, but particularly since 
devaluation, that the authorities should take 
steps deliberately to lever up interest rates 
throughout the system, with a view to rein- 
forcing disinflationary measures already taken 
or yet to be applied. We need to ask our- 
selves, in considering this proposal, in what 
way and under what conditions action of the 
kind suggested would be effective. 


THE WORKING OF INTEREST RATES 


I must not allow myself to be drawn into 
the discussion, which has continued—and 
remains unsettled—among economists ever 
since anyone could lay claim to the title, on 
the precise nature and economic function of 
interest rates. It is, I believe, enough for 
our purpose to define interest rates as charges 
paid for the use of capital or credit. In a 
freely-moving system they can be described 
as the open-market price for capital and 
credit, at which the immediately available 
supply meets the immediately effective de- 
mand. Under conditions of flexibility, all 
three factors—price, supply and demand—are 
responsive to each other. Further, the rates 
tor long-term capital and short-term credit 
tend to rise and fall contemporaneously, since 
both are under the impact of related forces. 


What is often overlooked—though it has 
an important bearing, in present circum- 
stances, upon the case for higher rates—is 
that the relations between rates for credit and 
for capital have not always been, in open- 
market conditions, those to which we have 
become so accustomed that we tend to regard 
them as normal. It seems to be assumed 
as in the regular order of things that short- 
term rates must naturally be well below the 
yields on long-term. securities ; whereas the 
records show that this is by no means an 
invariable feature of a truly free market. If, 
for instance, we look back as far as the begin- 
ning of this century, we find that in the 
period to the outbreak of the first world war 
the annual average of rates of discount for 
three-months’ bank bills was higher than the 

ield on consols in no less than nine of the 
ourteen years. The same relationship is true 
of 1920 and even of 1929. The fact is that 


229 


short-term rates fluctuated far more freely— 
sometimes violently—than long-term yields. 
But it is well to remember, especially when 
advocating the abandonment of monctary 
management in favour of a complete return 
to free market conditions, that there is no 
pattern of rates which can properly be re- 


garded as “natural” for all times and 
conditions. 


In the days of uncontrolled money markets 
and a freely-operating gold standard, the crux 
of the rates system was the Bank rate, which 
was raised or lowered by the central bank 
according to its knowledge of facts and wends, 
particularly in their bearing upon the size of 
its gold reserve, and its judgment of the needs 
of the moment. Variations were frequent: it 
is perhaps of only antiquarian interest to re- 
call that Bank rate was changed twenty-four 
times in a single year, 1873; more to the 
point is the fact that it was altered seven 
times, ranging between 4 and 7 per cent., 
in the year of crisis 1907. A rise in Bank 
rate had come to be regarded primarily, as 
a protective device to help in maintaining 
and restoring the gold reserves in the central 
bank, and a movement up or down had im- 
mediate, if unequal, effects throughout the 
structure of rates. 


EFFECT OF HIGHER RATES 


We need at this point to remind ourselves 
how higher rates came to have the desired 
effect of reinforcing the gold reserve. On the 
side of external currency relations, they made 
London a more attractive centre, in com- 
parison with others, in which to hold inter- 
nationaliy mobile funds, and at the same time 
a less attractive centre for borrowers, whether 
of capital or credit, on international account. 
Hence the external demand, in the exchange 
markets for sterling was strengthened while 
the demand for foreign currencies in ex- 
change for sterling was diminished. Exchange 
rates therefore tended to move away from the 
point at which it became profitable for those 
who specialised in such business to take gold 
out of the central bank and ship it abroad. 
This was the direct effect of higher rates ; 
the indirect effects were no less important. 
On the dometsic side, a rise in the cost of 
credit gave an impulse to liquidation of stocks 
of commodities and the closing down of 
speculative positions, while higher costs of 
long-term funds tended to deter the carrying 
out of some capital projects. One effect was 
a tendency for expenditure on imports to 
diminish, while another was to induce a 
decline in sterling prices of goods, improving 
Britain’s competitive position in international 
trade. Thus the current account section of 
the balance of payments was strengthened 
along with the rectification, by the direct 
effects already noted, of the capital section ; 
together these two forces operated to main- 
tain and restore the gold reserve. 


All this, over-simplified though it is, has 
much more than historical interest; its 
relevance to current discussion becomes 
apparent when we recall the indispensable 
bases and conditions for successful operation 
of the system. In international relations, 
Britain’s balance of payments had to be in 
continuing equilibrium, subject to no more 
than occasional, marginal disturbance ; ordi- 
narily, indeed, since London was the world’s 
principal financial ‘centre and had to stand 
ready to meet external demands in large 
volume and at short notice, there needed to 
be a regular surplus on the current account 
section of the balance of payments. Secondly, 
the international functions of London de- 
manded the maintenance of substantial 
monetary reserves, supported by a continu- 
ous inflow of newly-mined gold and by a 
large volume of readily realisable claims on 
other financial centres. Finally, the gold 
standard system presupposed complete free- 
dom of exchange transactions, whether for 
current trade or for the transference of capi- 
tal or liquid funds, and full convertibility of 
sterling and other major currencies, together 
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with an unquestioned assumption of fixity 
of exchange parities. 


Turning to internal requirements, if the 
sequence of events was to be as described, 
there evidently had to be a high degree of 
flexibility of costs and prices in industry 
and trade—a necessity which entailed, among 
other things, mobility of labour as one im- 
portant element in costs, particularly for the 
export trade. Secondly, industry and trade 
had to be free to manage their raw material 
and other stocks, their output and their buy- 
ing and selling operations in fulfilment of 
their own policies, shaped by their indepen- 
dent judgment of market conditions and 
prospects, And lastly, there had to be an 
open market for capital and credit, with free 
access thereto for both borrowers and lenders 
according to their individual assessments of 
the urgency of their needs and the imme- 
diate or foreseeable opportunities for the 
employment of funds. These, then, were the 
major requirements leaving aside, on the one 
hand, mechanical details and, on the other, 
the jess tangible qualities such as confidence 
and goodwill and the state of international 
relations—of a system in which changes of 
interest rates played a powerful part in 
directing the course of affairs. 


RELEVANCE TO CURRENT CONDITIONS 


One need hardly do more than list the 
requirements in order to see that they are 
almost completely lacking today. On inter- 
national capital account, Britain's external 
liabilities mow exceed her assets and are 
largely of short-term character, nominally at 
least ; her gold and dollar reserves are below 
what was officially regarded as the safe work- 
ing minimum; exchange transactions are 
closely controlled, and sterling, along with 
many other currencies, no longer has the 
quality of unrestrained convertibility. In a 
sectionalised world, moreover, even were 
equilibrium firmly established on the total 
current account, there would remain the car- 
dinal problem of bringing into balance that 
part of the total account which involves 
dollar currencies. Internally, there is little 
flexibility in the economic system, freedom 
of action in industry and trade is more closely 
circumscribed than it used to be, and access 
to sources of capital and credit is under 
official regulation. This being so, we are at 
least entitled to question whether an all- 
round rise in interest rates would serve the 
purpose of strengthening the country’s inter- 
national position or combating inflationary 
pressure, 


Let us, then, look a little more closely at 
the probable consequemces of such action. 
First, a rise in rates would not attract inter- 
national funds to London while exchange 
control, largely on a bilateral basis, obstructs 
free outward movement; and overseas bor- 
rowing in London is already so closely con- 
trolled that deterrents by way of increased 
charges are not required. Hence the balance 
of payments could be affected only to the 
extent that higher interest rates might tend 
to reduce the demand for imports or to lower 
costs in industry and trade, and thus to im- 
prove Britain’s competitive position in export 
markets. Whether either of these results 
would follow in fact is by no means certain. 
To a large extent stocks of primary com- 
imodities are still held by Government bodies 
or are limited by import licensing, while 
stocks of materials in the hands of industry 
and trade, though they have grown with the 
filling of pipe-lines, give little sign of having 
become generally excessive in relation to the 
current rate of absorption. 


OBJECT OF REGULATED LENDING 


cane lending has been a with the 
s ¢ purpose, among others, enti 

undue accumulation of stocks the an 
duct of speculative operations. Hence the 
charging of higher interest would be unlikely 


to cause liquidation or bring about a decline 
in prices, to which in any event there are 
formidable obstacles outside the monetary 
field. Further, long-term borrowings, whether 
by new capital issues or otherwise, are con- 
trolled in accordance with national policy and 
the scale of priorities ruling for the time 
being, so that direct curtailment is a more 
effective form of restraint than a rise in 
interest rates. The rise would have to be 
very substantial in order to deter even private 
projects for which official approval had been 
obtained, and if some such schemes were 
withdrawn it would be most likely that others 
would be brought forward to take their place. 
Whether higher rates would induce a freer 
flow of investible funds by encouraging 
saving is also doubtful in the light of experi- 
ence ; certain it is that other factors, includ- 
ing taxation and the increased cost of living, 
have made heavy inroads into the capacity to 
save, irrespective of the return that may be 
offered as the reward to those who neverthe- 
less succeed in accumulating a surplus of 
receipts over payments. 


On the other side of the account, even 
approved projects, of high priority in the 
interests of economic recovery, would be 
made to bear the burden of higher interest 
charges. The running costs of industry and 
trade, so far as they depend on bank credit, 
would be increased, and this at a time when 
the upward pressure on costs from other 
directions is already hard to resist, and when 
margins of profit are ena The 
financial burden of carrying the public debt, 
both local and national, would be enlarged, 
with further weakening of the disinflationary 
effects of a budget surplus. It is, moreover, 
characteristic of a rise in interest rates that 
the instrument is a rough and ready one, 
operating without any assuredly rational dis- 
crimination between one element in demand 
and another. 


To illustrate this comment, a sharp rise 
in interest rates might well prove in practice 
to be an even stronger deterrent to some 
desirable projects for raising the standard of 
industrial efficiency than to some others 
which could make a far less convincing claim 
to priority on the ground of economic neces- 
sity. With these disadvantages to be 
reckoned in the balance, it is difficult to see 
how any case remains for an all-round rais- 
ing of interest rates in present conditions. 
It would seem as though advocacy of this 
course is based less upon any contribution 
it would be likely to make to relieving infla- 
tionary pressure and = strengthening the 
balance of payments than upon the notion 
that higher rates are a “ natural” accompani- 
ment of stringency and should be enforced 
aS an appropriate symbol thereof—almost as 
if it is morally wrong for a man to have a 
cold without a high temperature. 


REGULATION OF BANK ADVANCES 


My conclusion is that disinflation has to 
be sought along lines other than those of 
higher interest rates, and this implies that, 
so long as we live in a controlled economy, 
direct action 1s the more appropriate proce- 
dure. Yet we need to be careful in selecting 
the righe kind of direct action and rejecting 
the wrong. It might perhaps be thought, for 
example, that a deliberate contraction of 
bank lending would be a suitable means of 
enforcing disinflation. True it is that bank 
advances have been increasing ever since 
the end of the war, until by November, 1949, 
they had semen — in amount. This 
movement, however, s been lated 
throughout by reference to the indiceteds of 
national policy given from time to time by 
successive Chancellors of the Exchequer, and 
if in fact the growth has been restrained in 
relation to business needs, then there can be 
little room for any “squeezing out” by 
resort to some new process of contraction. 

Certainly, as a first standard of j 
the present level of 


advances is well oe 
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ewar figures after allowing for chang 
ae ‘Drive level. It is significant too oer 
alongside the in the total amount sinc. 
the end of the war, the number of borrow- 
ing customers has risen, to judge from this 
Bank’s records, by more than one-half. 


REASONS FOR ENLARGED BORROWING 


A short time ago a re-examination wa; 
made of the reasons for enlarged borrowing 
from the banks, and it may be useful to 
summarise them. First, the  switch-over 
from war- to peace-economy meant that a 
large volume of production and distribution 
formerly financed by Government, as by 
the system of progress payments, had now 
to be privately financed. en again, the 
rehabilitation of many branches of business 
which had undergone severe contraction 
called for reinstated credit facilities, as did 
the gradual reconstitution of stocks of goods 
required for the smooth operation of indus- 
try and trade. The encouragement of de- 
veloping enterprise and the reconstruction of 
basic industries, whether directly or through 
the F.C.I. and the LC.F.C., entailed heavy 
bank lending, while large demands have been 
forthcoming to meet the programme of ex- 
pansion in agriculture, the imperative needs 
of export trade and the requirements of the 
building industry. 


Behind all these tactors making for en- 
largement of business demands for credit 
has been the upward trend of costs of raw 
materials, labour, social service contributions 
and other elements in trading and profit 
and loss accounts. The weight of taxation, 
too, has encroached upon the power of 
business undertakings to “plough back” 
rofits in the process of - self-financing, 
loreover, the difficulty, in recent times, of 
raising new capital in the market, even for 
purposes fully approved in the national in- 
terest, has stretched the resources of many 
undertakings, causing them to lean more 
heavily on the banks for short-term accom- 
modation. As for public authorities, local 
government bodies have borrowed more 
from the banks, especially to finance their 
building and other works pending the receipt 
of long-term loans, while the absorption of 
many private undertakings into nationalised 
corporations has by no means extinguished 
the need for bank credit in the current opera- 
tion of the industries concerned. 


“ PERSONAL AND PROFESSIONAL ” 


There remains the fact, clearly shown in 
the quarterly analysis of bank advances, that 
a large part of the postwar increase has 
occurred under the heading “ persona! and 
professional.” Much of the total for the 
group is in the nature of business advances, 
required by professional people for carrying 
on a great variety of necessary services. Some 
of it, moreover, represents money used in 
trade by people who keep one account for 
both business and private purposes. Another 
part consists of temporary accommodation for 
the payment of death duties prior to obtain- 
ing probate. Then, again, the housing strin- 
gency and the spate of personal removals and 
newly-established households since the wat 
have entailed many arrangements for bank 
credit to “ bridge over” the period between 
purchase of a house and provision of the 
long-term funds required, sometimes by the 
sale of previously-owned property or other 
assets and sometimes by the raising of loan 
from a buildi iety or elsewhere. For 


As I pointed out a year ago, disinflationary 
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lves contributed towards the 
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taxation have tended also to diminish the 
flow of private saving, and have thus impeded 
the absorption of new capital issues, forcing 
business undertakings back once again upon 
bank credit to an extent beyond what they 
or their bankers would wish to regard as a 
regular arrangement. 

With all these considerations in mind, it 
would seem the reverse of wisdom for the 
banks to undertake, or to be required to 
undertake, any deliberate and general con- 
iraction of the credit facilities extended in 
accordance with national policy as officially 
defined. Such action could not fail to impede 
the flow of production and distribution, into 
the export as well as the home markets ; and 
many undertakings would be pressed in- 
escapably into difficulties the issue of which 
must be restricted operation, unemployment 
and the deferment of many projects contri- 
buting to industrial ee enterprise 
in overseas markets. Incidentally, curtail- 
ment of bank credit might well force business 
undertakings to sell their remaining gilt- 
edged securities, thereby contributing to a 
still further lowering of Values. ‘Thus, while 
in present circumstances a levering-up of 
interest rates would be likely to prove in- 
effective in achieving the ultimate aim of 
economic stability, direct and forcible credit 
contraction would deal only with symptoms, 
and might well have grave results exactly 
opposite to those desired, 


CARDINAL QUESTION OF POLICY 


Where. then, are we to seek the remedy 
for our over-extended condition? This con- 
dition has been persistent, varying only in 
degree, ever since the end of war. More- 
over, devaluation, considered by itself, was 
bound to intensify it by raising the sterling 
cost of a proportion of the country’s neces- 
sary imports and calling for a larger physical 
volume of exports to match a given quantity 
of imports, The diversion of a larger share 
of the national output into export markets 
must for the time being restrict the volume 
of supplies in the home market, and, pending 
the fructification of measures aimed at higher 
productivity, equilibrium can be restored only 
by curtailment of the total demand expressing 
itself through public and private channels. 


What the circumstances require is reduced 
consumption or the selective curtailment of 
capital construction, or both, that is to say 
more saving and less demand for capital 
funds ; and I have tried to show that higher 
interest rates would be of very doubtful 
eficacy in either deterring capital projects or 
encouraging increased saving, while severe 
and general restriction of bank credit would 
almost certainly obstruct the further expan- 
sion of the output of industry. 


GOVERNMENT MEASURES 


Whether the measures announced by the 
Government for curtailing demand will prove 
sufficient to restore equilibrium is a matter 
on which, as I have said, statisticians differ. 
Of one thing we can be sure: thet the final 
answer to the question will be determined 
very largely by what happens along the line 
of increasing productivity. If the contribu- 
uon from this side of the problem could be 
made quickly and on a powerful scale, un- 
welcome forced restrictions on the other side 
might well be avoidable. Ever since 1945 
National policy has in effect been counting 
upon the postwar expansion of productivity 
: —_— such headway as to ge an 

teady expanded, though regulated, volume 
as Eanene 5 Seat Kena tine Ro: tne segumation 
has had to be applied to the extent of restric- 
ton, falling almost invariably on demand for 
Capital purposes. the hope 
seems to have been that action by way of 
testiction of total demand might be mini- 
mised in the expectation of such progressive 
improvement of output as would establish an 
unquestioned balance at a level not far, if at 


all, below current standards of expenditure. 
So far that hope has been frustrated, and dis- 
appointment may be repeated unless the pro- 
cess of enlarging output can be speeded up. 

From this it follows that the cardinal ques- 
tion of national economic policy remains 
today what it has been all through the post- 
war period: it is the question whether drastic 
action to curtail current domestic demands 
upon our productive resources can be any 
longer deferred, or whether the best means 
of avoiding that curtailment is not by giving 
industry greater latitude, in more fiexible 
conditions than now obtain, to take such 
measures as are required to raise the general 
level of efficiency in production and distribu- 
tion, and thus to enlarge the national output 


at a more rapid rate than has been attainable 
hitherto, 


THE BANKING YEAR 


It has been noticeable during the past year 
that the difficult conditions under which in- 
dustry and trade have been operating have 
been reflected in reduced profits for mahy 
undertakings. For reasons partly general and 
party special to banking, our own net profit 
for the past year is slightly lower than for 
1948, notwithstanding a further expansion in 
turnover and in resources averaged over the 
year. Higher trading profits were offset by 
increased costs, among which the largest in 
our business is that for staff, both active and 
retired. In 1950, as matters stand, we shall 
have to provide for a full year of the higher 


rate of profits tax, which applied for only a’ 


quarter of 1949. Out of the net profits we 
make two allocations. The still rising cost 
of any form of work on premises, and the 
continued delay in carrying out plans, make 
it desirable to set aside a further sum on this 
account. In addition, we make another allo- 
cation to our reserve for future contingencies. 
After paying the same rate of dividend as for 
many years past, a small increase is shown in 
the balance of profit and loss account carried 
forward. 


You will find attached to the annual report 
some indications, given in a new form, of the 
continuing growth of the bank’s business. 
These, I believe, will be of interest as a sup- 
plement to the usual “ statutory” figures as 
set out in the balance sheet. 


Deposits at the end of 1949 were just 
about the same in amount as a year earlier, 
while advances, though they still represent 
a far smaller proportion of our total resources 
than was usual before the war, have again 
risen somewhat. It follows that our holdings 
of Government securities of all kinds, in- 
cluding Treasury bills and Treasury deposit 
receipts, have declined slightly over the year, 
both absolutely and proportionately. Three 
years ago it was noted that about thirteen 
shillings in every pound of deposits entrusted 
to us was covered directly by Government 
obligations ; today the corresponding figure is 
well under eleven shillings and sixpence. The 
change, however, is due less to the working 
out of a disinflationary policy in public 
finance—a policy which during the present 
financial year has been largely offset by the 
drain on small savings—than to the con- 
tinued expansion of industrial and other de- 
mands on the banks for accommodation, 
springing from causes indicated earlier in 
this statement. 


THE FLOATING DEBT 


Within the total of Government obliga- 
tions a pronounced change has occurred in 
consequence of the Treasury’s policy in alter- 
ing the composition of the floating debt. 
During the past half-year far less reliance 
has come to be placed upon the raising of 
short-term money through the disposal of 
Treasury deposit receipts among the banks, 
and far more upon the issue of Treasury 
bills through the weekly market tender. 
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Treasury deposit receipts were introduced 
less than ten years ago, as a wartime device, 
and it is perhaps natural, therefore, that 
efforts should be made to curtail the resort 
to this method of meeting Exchequer require- 
ments. It may be, moreover, that the 
authorities prefer the wider currency of the 
Treasury bill, for which the range of de- 
mand is extensive as compared with the 
limited scope—in effect the clearing banks, 
the Scottish banks and a very few others— 
for the placing of Treasury deposit receipts. 
For our part, although the return on bills 
is Slightly less than on deposit receipts, we 
welcome the higher standard of liquidity im- 
plied in our enlarged holding of the most 
flexible of borrowing instruments. 


Despite the substantial fall in values of 
investments, they continue to be shown, in 
accordance with our regular practice, at or 
below market prices on the date of the 
balance sheet, depreciation having been 
covered from our internal reserves, 


The re-expansion of our branch s7’stem, 
mentioned a year ago, continues, and the 
number of our banking offices is now almost 
back to the prewar figure. The openings 
during 1949, however, were indicative of 
the broadening field of banking service, for 
among them were two more offices at air- 
ports and one on the new Cunarder, 
Caronia. 


AN EVENTFUL PERIOD 


The past year has been an eventful one 
in external monetary relations. In particu- 
lar, the disturbances attendant upon devalua- 
tion gave rise to a multiplicity of problems 
in the overseas business of customers, which 
engaged all the resources of knowledge and 
experience possessed by officers of the Bank 
directly concerned in these affairs. In no 
preceding year were so many demands made 
upon them for information and advice, e¢s- 
pecially on trade possibilities and exchange 
control. We have, moreover, been anxious 
to put the full strength of the Bank, arising 
from its unsurpassed contacts abroad, behind 
the campaign to enlarge dollar exports from 
the sterling area, and to that end have col- 
laborated closely with organisations, particu- 
larly the Dollar Exports Board, working with 
that major object in view. Experience has 
shown again how large a contribution to these 
enis can be made by personal contact and 
co.sultation, not only abroad, but also at 
home by the availability of representatives of 
our overseas branch at important trade shows 
and of officials of that branch to visit cus- 
tomers ali over the country for direct dis- 
cussion of their particular problems. 


These “ service” activities are, I am sure, 
of great importance in re-establishing the 
international position of our country; they 
are no less important to the Bank in the 
contribution they make towards enhancing 
its goodwill. It is significant, for instance, 
that despite the disturbed conditions of last 
year, especially in the months preceding de- 
valuation, no diminution was recorded in our 
day-to-day foreign business. Indeed, in many 
directions it continued to expand. There 
were substantial increases, for instance, in 
the number as well as the amount of docu- 
mentary credits opened, in the number of 
foreign bills collected, chiefly in respect of 
exports from this country, and of inland 
bills, arising mostly from imports. Foreign 
currency sales and purchases also increased, 
as did the use of travellers’ cheques. 


LONDON’S POSITION 


The nature and growth of all this busi- 
ness indicate that London still holds its post- 
war position as a centre of expanding world 
trade, and thus makes a contribution to the 
country’s “invisible exports.” We should 
like to see that contribution greatly enlarged, 
but the fulfilment of this hope would seem 
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to be dependent upon the removal of 
obstacles to the free movement of goods and 
services and of payments therefor, the re- 
establishment of Great Britain as the focus 
of the world’s markets for the great staple 
commodities, and the entrenchment of a sure 
confidence overseas in the future of the 
pound sterling. It is good to see some move- 
ment in the first two of these directions, 
as, for example, through concerted arrange- 
ments with O.E.E.C. countries and the partial 
reopening of the metal market. As for the 
third, it is a pity that so much attention 
should be given to quotations abroad for par- 
ticular kinds of sterling which suffer from 
limitations upon their use—quotations which 
have little or no relation to the true com- 
parative purchasing power of the representa- 
tive pound sterling as used in the overwhelm- 
ing bulk of foreign exchange transactions. 


Behind all these sources of difficulty, how- 
ever, lies the ever present problem of regain- 
ing equilibrium between the dollar countries 
and the rest of the world. If the “ devalua- 
tion crisis” did nothing else, it did at least 
serve to bring the governments most closely 
concerned into more complete agreement on 
the nature of their respective responsibilities 
and, it is to be hoped, on the joint and several 
action to be taken to establish balanced re- 
lations on a new basis after the upheavals 
due to the war. 


TESTING TIME 


Difficulties in the conduct of our business 
on behalf of customers, with their infinite 
variety of needs, have by no means been con- 
fined to external affairs. These are indeed 
testing times for management and staff. I 
doubt if I can say more than I have said in 
past years about the quality of our personnel ; 
certainly, nothing has happened dung the 
past year that should cause me to say less. 
It is perhaps justifiable to claim that in no 
branch of business is success more depen- 
dent than jn banking upon the direct relations 
established between people on opposite sides 
of the counter or the manager’s desk. For 
these relations to be soundly based, the repre- 
sentative of the Bank needs to be much more 
than technically efficient and knowledgeable, 
important though that requirement is; he 
needs also to have those qualities of per- 
sonality and character that win and retain 
the confidence of the customer. Thanks in 
part to careful selection and subsequent train- 
ing, thanks also to the example of the senior 
men, I believe that on these tests we have 
a staff that is second to none. It is very 
largely to that fact that we owe the high 
standing of our Bank, not only in our own 
country, but also throughout the world. 


On this occasion I have to make reference 
to a tragic occurrence which in itself illus- 
trated the high sense of responsibility that 
prevails in the banking service. It will be 
remembered that in September last Mr A. G. 
S. Steele, the manager of our branch at 
Alston in Cumberland, lost his life in re- 
sisting an armed attack in his own office. 
Unfortunately, even the most careful pre- 
cautionary arrangements cannot be wholly 
proof against the risk of such assaults, which 
nevertheless are happily rare ; but, as would 
be expected, we have again reviewed our 
whole system to see if by any means we can 
reduce the danger still further. 


AFFILIATIONS 


An historic event has taken place, during 
the past year, in the life of our group of 
banks. More than thirty years have passed 
since the late Sir Edward Holden found a 
means by which banks operating in particu- 
lar parts of the Kingdom, under distinct con- 
ditions of business and law, could be brought 
into mutually beneficial association without 
prejudice to their separate existence. In 
pursuing this process, which through the 
years has demonstrated its value, three banks 


became affiliated to the Midland: one of 
them, the Belfast Banking Company, operates 
wholly in Northern Ireland, and the other 
two almost wholly in Scotland. The capital 
of the Clydesdale Bank was acquired in 1920 
and that of the North of Scotland Bank four 
years later, and even at that early date it was 
envisaged that a time might come when it 
would seem to be advantageous to combine 
these two into a single institution, Amalga- 
mation was especially fitting in that the two 
banks were largely complementary in respect 
of both geography and type of business. 
They now operate as one. 


The Clydesdale and North of Scotland 
Bank is comprehensive in its spread of 
branches all over Scotland, supplemented by 
representation in Cumberland and an im- 
portant business in London. It thus gains 
in strength and stability, and its total assets 
exceed £180 million. It should gain also 
in economy of operation, and should be in a 
better position, through the pooling of man- 
power, to perform for customers all those 
complex, specialised services—in connection 
with overseas trade, trusteeship, business in- 
formation and so forth—which customers, 
both private and corporate, have a right to 
expect of their banks in these harassing 
times. Appropriate steps have been taken 
to avoid any disturbance of relations between 
individual customers and the various 
branches of the two banks that might other- 
wise have resulted from the fusion. 


I need hardly say that we, as sole share- 
holders of the two banks, should certainly 
not have consented to the amalgamation had 
we not been fully convinced of the benefits 
that would accrue to customers. Both the 
Treasury and the Court of Session had also 
to be satisfied on the proposals. We are 
very glad to know, too, that the arrangement 
was cordially welcomed by the staffs of the 
two banks, who we are sure will work as 
faithfully and progressively as ever under 
the combined administration. The unified 
bank will continue to operate with full 
autonomy in the day-to-day management 
of its business. 


EXECUTOR AND TRUSTEE COMPANY 


A few comments may be timely on the 
affairs of our other main subsidiary, the 
Midland Bank Executor and Trustee Com- 
pany. The business of the company, which 
has long ranked as one of the largest among 
corporate trustees, grows steadily, and the 
past year has seen some further extension 
of its direct representation through branches, 
now to be found in twenty-four important 
centres outside London. Conditions in in- 
vestment markets in recent times have 
emphasised the advantages of entrusting the 
administration of estates and other trust 
funds to a corporate trustee whose attention 
to their management suffers none of the dis- 
turbances inevitable in the life of an indi- 
vidual, and whose specialised task it is to take 
advantage of all the knowledge and judg- 
ment of experts in the handling of invest- 
ment problems. 


The task of watching over the financial 
interests af beneficiaries, never easy, has 
been made all the more difficult, over the 
years, by the shrinkage of the range of 
securities ranking as full trustee investments. 
Failing some extension of the trustee list, 
for which there is in my judgment a prima 
facie case for consideration, the alternative is 
found in the specific conferment of wider 
powers on trustees in individual cases, and 
this cannot be contemplated unless complete 
confidence is felt in the maintenance by them 
of the highest standard professional 
service. I am sure that this requirement is 
satisfied, along with the essential quality of 
continuity, by our company, and that the 
sustained growth of its business testifies to 
widening recognition of this fact. 
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NATIONAL DISCOUNT 


EXPANSION OF ACTIVITIES 


The Annual General Meeting of the 
National Discount Company Limited wil! be 
held on 8th February in London. 

The following is an extract from the circy. 
lated Statement by the Chairman, Sir Charles 
D. Seligman :— 

The chief features in the Discount Market 
during 1949 have been further increases in 
the rates for discounting Bank and Commer- 
cial Acceptances, and the Treasury’s policy of 
increasing the Treasury Bill issue against 3 
reduction of Treasury Deposit Receipts. 

It is gratifying to record a further expan- 
sion of 12 per cent. over the 1948 figure in 
the amount of the Company’s purchases of 
bank and commercial acceptances during the 
year, partly due to the freeing of certain 
commodities from Government control. 

The fluctuations in the prices of short- 
dated Bonds have been wider than during 
1948, and the margin of profit from our 
activities in these securities has been some- 
what larger. 

The Company’s activities have continued 
to expand, and the Balance Sheet total now 
amounts to £172 million. This is an increase 
of £10 million over the 1948 figure, which 
was in itself a record at the time. 

Deposits have increased by £10 million to 
£166 million. This is reflected by an in- 
crease of £2 million in Bills Discounted, and 
by £8 million in British Government and 
Corporation Securities. The Liability at the 
end of the year for Bills Re-discounted is 
unchanged at £10 million. 

There remains a profit of £286,465. We 
have transferred the sum of £176,000 to our 
Reserve, thereby making the total of our 
capital and published reserves the round 
figure of £5,000,000. 


COTTON PLANTATIONS 
RAILWAY PLANS FOR SWAZILAND 


The annual general meeting of Cotton 
Plantations Limited will be held on 
February 15th in London. The following 
is an extract from the statement by the 
chairman, Mr P. D. Krolik. 

Of crops grown to cover maintenance 
expense, tobacco produced £2,160, citrus 
and other crops £300. Profits from cattle 
are unlikely to be again available for some 
time ; no further cases of tsetse have been 
reported, and vigorous steps have been taken 
by the Swaziland Administration ; the herd 
now numbering 200 is increasing slowly. 

Pigs and Trees.—A small experiment 
with one boar and two sows was 
initiated at Nsoko: at the moment 
75 pigs of varying ages are reported healthy 
and thriving. We have also planted gums and 
pines experimentally on the drier lands south 
of the Ingwavuma River. 

Railway Construction—I am glad 
note awakening interest in property 
in Swaziland from the Union; reiterated 
demands by Union spokesmen of ll 
parties for incorporation of High Com- 
mission ‘Territories within the Union, 
S.A. Railway construction programme 
within and around Swaziland, and plans by 
the Colonial Development Corporation have 
drawn attention to one of the few areas 
South Africa where, to quote the Liversag¢ 
report, water is running to waste, and 

ge-scale irrigation schemes recommended 
therein could produce outstanding results. 

Our freehold estates of 15,000 acres, much 
of them cleared of bush, lie either side of the 
Ingwavuma River at Nsoko, 20 miles from 
Gollel, railhead for Durban, by good road ; 
this line is due to be linked with the line to 
Johannesburg at Piet Retief. 

Drought early in 1949 affected crops 
haryested, but our manager reports the sub- 
stantial total of 29.90 in. rain for the whole 
Soa a and cotton look promising 
or y 
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WILLIAMS DEACON’S BANK LIMITED 


SATISFACTORY RESULTS—INCREASED NET PROFIT 


DEVALUATION AND THE BALANCE OF TRADE 


SUGGESTED MEASURES TO MEET POSITION 


SIR WALROND SINCLAIR’S REVIEW 


The annual general meeting of Wilkams 
Deacon’s Bank Limited will be held in Man- 
chester on Thursday, February 9, 1950. 


The following is the statement by the 
chairman, Sir Walrond A. F. Sinclair, K.B.E., 
on the report and accounts for the year ended 
December 31, 1949. 


The proceedings at the annual general meet- 
ing will be restricted to the transaction of 
formal business and I propose to continue 
the practice of my predecessor in recent years 
in issuing a brief statement on the bank’s 
affairs in advance of the meeting. 


I must begin my remarks by paying a very 
warm tribute to Mr G. Powys Dewhurst, 
who indicated his desire to be relieved of 
office at the end of June last after serving the 
bank as a director for no less than 40 years, 
during 31 of which he was chairman. There 
must be few who can claim such a record, 
and the directors acceded to Mr Dewhurst’s 
request with the very deepest regret. His 
very wide experience of affairs in general and 
of the cotton trade in particular have, 
throughout his period of office, been placed 
unstintingly at the disposal of the board and 
I am sure that you would wish me in your 
name to convey to him our cordial good 
wishes and most grateful thanks for the m- 
estimable services which he has given to the 
bank, over whose proceedings he has presided 
with such marked distinction for so long. 


During the year we suffered a further great 
loss by the death of Sir Douglas Garrett, a 
former president of the Law Society, who 
had been a director of the bank for the past 
six years. His great commercial knowledge 
and his wise counsel were an unfailing sup- 
port to his colleagues during the whole of 
that period and his outstanding personal 
qualities endeared him to us all. We shail 
long mourn his loss. 


We have appointed to the board, Messrs. 
E. A. Carpenter, O.B.E., J.P., J. G. Beevor, 
O.B.E., J.P., and K. G. Holden, and to all 
these gentlemen I offer a cordial welcome to 
the board table, 


THE ACCOUNTS 


I now turn to the accounts, from which 
you will see that deposits at £118,906,557 
are slightly down on last year’s record figure, 
which, as my predecessor pointed out at the 
ume, had then been temporarily increased by 
‘special transactions. 


On the assets side, the liquid items, namely 
cash, balances with other banks, money at 
call, discounts, and Treasury deposit receipts, 
amount in total to £59,455,367, which exceeds 
50 per cent of our deposits. Official policy 
during the year has been to reduce the total 
of Treasury deposit receipts and to increase 
the issue of Treasury bills in their place. As 
a result this bank’s holding of Treasury de- 
posit receipts, which last year stood at 
425,500,000 is now reduced to £16,500,000, 


and our discounts, largely, of course, 
Treasury bills, have been increased by some 
£5,000,000. Our Government securities show 
a slight reduction at £34,008,644, 


Advances, at £24,833,496, show an increase 
of £3,979,145, of which one of the main 
causes is the necessity to carry increased 
stocks now that the sellers’ market in various 
commodities has come to an end. As is well 
known, the banks in accordance with 
Treasury policy restrict their credit facilities 
to approved purposes, so that requests for 
advances which might have an inflationary 
tendency have to be refused. 


NET PROFIT AND DIVIDEND 


Our net profit, after making the usual pro- 
visions (which include contributions to staff 
pension and widows’ and orphans’ funds and 
appropriations 10 contingencies account out 
of which provision for diminution in the 
value of assets has been made), is £257,836, 
that is, an increase of £5,525 on the year. 
This, with the balance of £116,755 brought 
forward, gives us a total of £374,591 to be 
dealt with. After transferring £100,000 to 
pension fund (in addition to the usual allo- 
cation referred to above) we propose to pay 
dividends at the rate of 12} per cent. on the 
“A” shares and on the “B” shares and to 
carry forward to next year £145,685. I con- 
fidently feel that you will regard these results 
as satisfactory. 


The opening during the year of a branch at 
Ribbleton, near Preston, increases the total 
of our offices now operating to 207. 


NO ALTERNATIVE TO DEVALUATION 


The. hopes of the opening months of 1949 
are now Clearly seen in retrospect to have 
been doomed to disappointment, It will be 
remembered as a year when, by spring, ster- 
ling was under pressure, so that by mid- 
summer it was becoming apparent that the 
maintenance of the old 4.03 dollar-sterling 
rate was in some jeopardy. This was parti- 
cularly disappointing in view of the fact that 
the preceding year 1948 unquestionably, 
I think, closed on a note of general confi- 
dence, Nevertheless, it had become clear by 
July that a revaluation of sterling was one 
of the courses which the Government might 
feel impelled to take. The obvious effect of 
this on the foreign debtor and on the foreign 
buyer needs no elaboration. As a conse- 
quence, our reserves in gold and dollars 
began to approach the danger point. I think 
it is true to say that the process was accen- 
tuated and underlined by the magnitude of 
some of our releases to sterling creditors in 
so far as this meant the despatch of un- 
requited exports which might bave been used 
either to earn dollars or to obviate the need 
to use them, 


CONTROL OF INFLATIONARY PRESSURE 


In these circumstances it must be conceded 
that the Government had no alternative but 
to devalue the pound or to leave it to find its 
own level, but in fixing the new parity at 
2.80 they took a bold decision, though there 
has been considerable controversy—into 
which I do not propose to enter—as [to 
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whether they might not have shown a like 
boldness in initiating internal measures neces- 
sary to buttress and support the mew position. 
Remembering, however, that American aid 
will end in 1952, it is an imperative necessity 
that the inflationary pressure which we have 
experienced for so long now should be 
brought under control. 


It will be appreciated that by itself de- 
valuation does not improve the situation and 
indeed, inasmuch as food and raw materials 
obtainable only from dollar areas will cost 
more in sterling, means that we must export 
more—that is work harder—to pay for them. 
What devaluation does, however, is to create 
a better opportunity than we had before to 
right our position by making it easier to 
export goods because our prices will now be 
more competitive with those of other 
countries which have not devalued. Devalua- 
tion, therefore, is only a means of bringing 
our prices more into line with world prices, 
but having got down our prices, we must by 
every practicable measure ensure that they 
are kept down. 


It must be borne in mind, too, that no less 
than 19 other foreign countries have followed 
our lead, most of them to a similar extent, 
and others like Belgium, France and Italy to 
a lesser extent. Our competitive position 
compared with that of those who have de- 
valued to the same extent as we have done is 
naturally unchanged. Devaluation means a 
worsening in our terms of trade, so that it 
will be more difficult to maintain the same 
standard of life. All classes in the community 
should realise this, and the Trades Union 
Congress are—if I may be allowed to say so 
—to be commended for recommending their 
members to accept the present level of wages 


so long as the rise in living costs remain 
modest. 


THE MAIN DIFFICULTY 


Our main difficulty is to balance our trade 
with the hard currency areas—a difficulty 
which applies both to the sterling area and 
to the whole of western Europe which, pre- 
war, used to rely on the dollar surplus of the 
rest of the sterling area to meet its own dollar 
deficiency, this country acting as the inter- 
mediary by taking Europe’s exports whilst 
itself having an export surplus with the rest 
of the Commonwealth countries. 


It is too early yet to comment as to the 
effects of devaluation. The figures so far 
available reflect to a large extent the disturb- 
ances due to the realised expectation of that 
event, but we may draw some degree of com- 
fort frem the fact that the drain on reserves 
has, for the present, been reversed, even if a 
large part of the improvement is due to causes 
of a non-recurring nature. 


In our efforts to close the dollar gap it is 
to be hoped that every edvantage will be 
taken of greater American willingness at the 
present time to accept imports. So far, since 
the war, the increase in imports into the 
United States compares unfavourably with 
the increase in American production. 
Although industrial production in that 
country is, in volume, not far short of double 
that of the average of the years 1935-39, their 
imports have only increased by some 8 per 
cent., even though during the period the 
populatic:: of the United States has increased 
by some 10 per cent. 


The change in the relative position of this 
country and of all the countries of western 
Europe as producers of manufactured goods 
has been brought about by two main factors. 
First, the mammoth increase in production in 
the north American continent, which in the 
last 25 years has gathered increasing momen- 
tum even after taking into account its extra- 
ordinary imcreases in the closing decades of 
the nineteenth century. This meant such a 
concentration of productive power in those 
areas that the countries of Europe, im- 
poverished and relatively ill-equipped owing 
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to the effects of the war, would not have 
been able to pay for their imports from the 
dollar area if it had not been for American 
assistance of the type of Marshall aid, etc. 


WORLD TRADE 


The second main factor is the failure of 
the volume of world trade in manufactured 
goods to continue to increase after the first 


‘world war, apart from an interlude in the 


late 1920s. This is no doubt due to increas- 
ing industrialisation in all countries, particu- 
larly the primary producing countries, but its 
effects are very serious for a country such as 
ours, compelled to devote so much of its out- 
put to export and so greatly interested in see- 
ing an extension of world trade. 


It will be seen from this that our present 
situation derives not so much from the effects 
of the two wars as from fundamental causes 
which would have had their effect in due 
course. What the wars have done by dissipat- 
ing our capital reserves and our overseas in- 
vestments is to precipitate a situation which 
would probably have arisen in any event, 


MEETING THE SITUATION 


Although encouraging factors can be de- 
scribed—I shall refer to some below—it 
would be idle to deny that our national situa- 
tion and that of western Europe is extremely 
grave. The measures taken to meet the situa- 
tion should be: 


(a) A drastic curtailment of capital expen- 
diture and construction in this country, 
however worth while in easier times that 
expenditure might have been. 


(b) All possible economy in Government 
administration (both of manpower as 
well as financial). Surely in these criti- 
cal times a budget total of over £3,700 
millions has room for some contraction. 


(c) A pause in agreements which involve 
unrequited exports from this country. 
This is of major importance. If we 
supply goods in consideration of past 
(war) debts, although it is true that they 
help to maintain full employment, the 
fact that we receive on current account 
nothing in return must inevitably 
seriously retard the adjustments here 
which our long-term interests dictate. 


(d) Finally, the provision of reasonable in- 
centives, 


There are a considerable number of people 
in this country, both workers and employers, 
who are at this moment responding splen- 
didly to the call for increased output and for 
the expenditure of effort in selling to difficult 
hard currency markets at lower prices than 
could be obtained elsewhere. They are, of 
course, encouraged by numberless exhorta- 
tions, but the time has come when we may 
reflect whether exhortation is enough, indeed 
whether it is good sense. There are many 
individual instances of incentive schemes 
which are working very successfully and they 
should be the rule rather than the exception, 
Those who work the harder should get some 
material reward for their extra efforts. 


Perhaps more important still in this con- 
nection are adjustments in the taxation struc- 
ture. Owing to the rigidities in our economy, 
modifications in taxation to lighten the load 
on those who are best serving the country, as 
well as themselves, may present some difficul- 
ties, but I have no doubt that these could be 
overcome. In an imperfect world, rough 
justice which permits the country to look 
its neighbours in the face again is preferable 
to meticulous equality achieved at the cost 
of dependence on others. 


STEADY INTERNAL PROGRESS 


Apart from the dollar problem, 1949 has 
been a year of steady progress inside this 
country. Full employment continues, though 


the difficulty, amounting to virtual impossi- 
bility, of getting workers into the industries 
where they are most needed has not been 
solved. Industrial productivity continues to 
rise—an indication of what can be done—and 
this healthy progress would, I am sure, be 
accentuated by alterations in the taxation 
structure referred to. Though the figures have 
been distorted by the expectation and out- 
come of devaluation, there was plenty of room 
for satisfaction at the end of the year in the 
level of exports, though not yet with the pro- 
portion of exports going to hard currency 
countries. Imports also, unfortunately, have 
been at a very high level during the year, 
considerably above that predicted in the 
economic survey, with the adverse results on 
the gold and dollar reserve prior to the time 
of devaluation. Some of the loss of reserves 
was inevitably a question of confidence, but 
since devaluation the beneficial (that is bene- 
ficial on the balance of trade) effects of the 
dollar import cuts in this country and the rest 
of the sterling area have begun to make them- 
selves felt. 


AGRICULTURE 


In devoting a few words now to the princi- 
pal industries in the areas served by the bank, 
I turn first to agriculture where, despite in- 
creased costs, the picture is an entirely satis- 
factory one: increased productivity coupled 
with the extended use of machinery. The 
added costs have been reflected to some 
extent in the increased borrowings from the 
banks by agriculturists. Even so, in this con- 
nection, it is of some value to consider the 
course in recent years of American agricul- 
ture. A large proportion of the dollar loan, 
Marshall and other forms of American aid 
both during and after the war has been in- 
evitably used to buy food in the United 
States. Looking at the indices of American 
production, it is remarkable not only how 
great has been the increase in agricultural 
output since the immediately pre-war years— 
about 40 per cent.—but more important still, 
how the output per worker has actually in- 
creased at a greater rate than the increase of 
production. Comparable figures for this 
country are difficult to obtain but, though 
there has been a substantial increase here, the 
increase of output per head must be much 
less than the American figure. 


It really looks as if the supply of food to 
quite a large part of Europe’s population in 
the years since the war has come out of the 
increased productivity of the American agri- 
cultural worker, aided, of course, by ever- 
increasing mechanisation. 


There is a lesson in this for us. Although, 
of course, British agriculture is already extra- 
ordinarily highly mechanised, there is no 
question that the introduction of more agri- 
cultural machinery offers a field in which re- 
markable results can be obtained. At this 
juncture in our national fortunes no more 
fruitful avenue opens. 


STEEL NATIONALISATION : GRAVE 
APPREHENSIONS 


Reports from Sheffield and our Yorkshire 
branches fully bear out the magnificent steel 
production figures which have been published 
in the press. Steel production continues to 
break new records, and it does so not by a 
sudden spurt but by a sustained effort. Month 
by month in 1949 production has exceeded 
that for 1948, itself a record, and the upper 
limit of the target set in the economic survey 
for 1949 at 15,500,000 tons has been 
ae This is a notable achievement— 
even the economic survey only expected the 
figure to be reached under the most favour- 
able circumstances—and its beneficial effects 
on other industries such as motor vehicles, 
which play such a prominent part in the 
export drive, need not be stressed. 


Pig-iron production, too, will be well up on 
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last year’s figure, and is likely to exceed 
9,400,000 tons. 

The question of the nationalisation of th. 
industry has now been deferred uniil ih. 
electorate has had an opportunity of passin, 
judgment upon it. Some idea of its intendej 
scope if it came into effect has recently beeq 
indicated and I feel I should not neglect thi; 
opportunity of voicing my grave apprehen. 
sions as to the effect on the national economy 
of the nationalisation of so complex an indy;- 
try and, moreover, on industry on which so 
many trades depend for their raw material, 


COTTON INDUSTRY 


The cotton industry remains prosperoy; 
and, although in a few markets there ar: 
signs that the sellers’ market has gone, that js 
not yet by any means generally the case, par- 
ticularly since devaluation. The industry 
itself derives its raw material to a large exten: 
from dollar sources, but the major part of jt; 
production goes to the sterling area and other 
soft currency countries. Devaluation ha; 
brought down prices, but the need to export 
to hard currency countries is of paramount 
importance and it is gratifying to notice that 
some progress has been made in the Cana- 
dian market. The figures for weekly yarn 
production in recent weeks reached new high 
records, though the economic survey target 
was not actually attained. It is particularly 
encouraging, however, to see that the new 
wages agreement under the Moelwyn Hughe; 
recommendations has come into force The 
re-equipment scheme is making only slight 
headway, due possibly to the high cost of 
new machinery and to the fact that more of 
the industry's capital is needed to finance the 
carrying of stocks, 


Generally speaking, as far as the bank is 
concerned, I have the pleasure to report a 
most satisfactory expansion in our activities. 
In particular, the foreign departments in 
Manchester and London and also our trustee 
departments are rendering an ever-expanding 
service to our friends and customers. 


And, in conclusion, I should be failing in 
my duty if I omitted, on behalf of all my 
colleagues and of myself, to express to Mr 
King, our general manager, to the assistant 
general manager, and to every member of the 
staff throughout the service, our sincere 
thanks for the efforts they have made and our 
warm appreciation of the keenness and 
enthusiasm with which the affairs of the bank 
have been carried on. 





THE BANK OF 
AUSTRALASIA 


GENERAL EXPANSION OF BUSINESS 


The 116th annual general meeting of the 
Bank of Australasia was held on January 26 
in London. 


The Hon. Geoffrey C. Gibbs, C.M.G., the 
chairman, in the course of his speech, said: 


Our balance sheet total has now reached 
£137 million, a 25 per cent. increase on last 
year’s record figures. It will be noticed thu 
our cash balances have increased by ov‘! 
£2,000,000 to £13,861,068, while ou 
advances to customers and other accounts 
show a further increase to almost £5! 
million, an increase of more than {9,000,000 
compared with last year. 


Increases of £1,356,000 in bills receivable 
and remittances in transit to £9,086,392 and 
of £803,000 in liability of customers for 
acceptances to £1,283,617 are evidence 0 
increased business. 


Current, deposit and other accounts repre- 
sent a total of £110,129,736, which is @ 
increase of over £17 million. Much of this 
increase is in current accounts. 
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The expansion in our business has been 
accompanied by a heavy increase in the ex- 
penses of management, but, in spite of this, 
the net profit of £278,290 is £7,257 more 
than last year. After appropriation for pay- 
ment of dividends totalling 9 per cent. for 
the year there remains an amount of £384,221 
to be carried forward, an increase of £55,540. 


FIGHT AGAINST NATIONALISATION 


During the year under review, we have 
won our long, hard and expensive battle 
against the Federal Government's proposal to 
pationalise the trading banks. It has been a 
vern strugyle. As you all know, the High 
Court of Australia decided in our favour and 
ihe Judicial Committee of the Privy Council 
decded against the Commonwealth Govern- 
ment On the appeal which was made to them. 


It is not for the chairman of a bank to 
express any political views, but this time our 
very existence was threatened and I feel sure 
that all our shareholders, of whatever poli- 
cal creed, will rejoice that we have a new 
lease of life and can again concentrate on 
continuing to give that service to Australia 
which has at all times been our aim. The 
political swing in Australia is all the more 
icmarkable as Australia has been enjoying a 
ume of unequalled prosperity. 


POSITION REGARDING PROJECTED MERGER 


You will remember that on February 21, 
1947, am announcement was made in the 
Press that your directors and the directors 
of the Union Bank of Australia Limited, 
had agreed to recommend to their respective 
shareholders that the two banks should be 
merged into one institution on a share-for- 
share basis, 


Shareholders will recall that one of the 
main objects of the proposed merger was, 
and remains, the formation of a still more 
powerful bank with important international 
connections, which would be able to meet 
all future requirements of the increasing 
expansion of industry in Australia and New 
Zealand. 


In my last statement I told you that it 
was Our intention to proceed with the nego- 
uations for the merger as soon as circum- 
ances would permit. The directors of the 
iwo banks remain convinced of the desir- 
ability of a merger, and indeed in some 
respects the advantages appear greater than 
they did in 1947, but they are unable at 
present to put forward a firm proposal as 
to when and by what means a merger could 
be achieved, 


There are new Governments in Australia 
and in New Zealand who must be consulted, 
and we are faced with complex problems in 
the field of Company Law, notably as a re- 
sult of the United Kingdom Companies Act, 
of 1948, and by the fact that our bank 
operates under a Royal Charter. Moreover, 
(here are taxation and other considerations 
which still require lengthy study by our 
officials, and by our legal and accountancy 
advisers in this country, in Australia and in 
New Zealand. In these circumstances, the 
merger proposals may well be on different 
ines from those originally suggested. 


Therefore, all I can tell you today is that 
your directors still intend to place before 
you proposals for a merger with the Union 
Rank of Australia Limited, and that what- 
ver scheme is placed before you will, I 
hope, be found to be fair and acceptable to 
ihe shareholders of both banks. I would re- 
peat that the directors of both banks are 
determined that the interests of the staffs 
of both banks should be fully protected, and 
that they should have equal opportunities in 
‘he new combined organisation. 


The report was adopted. 
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BANK LIMITED 


DEVALUATION A LEAP IN THE DARK 


THE INFLATION DANGER 
THE HON. RUPERT BECKETT’S VIEWS 


The statement by the Hon. Rupert E. 
Beckett, chairman of Westminster Bank 
Limited, has been circulated to shareholders 
with the report and accounts for the year 
ended December 31, 1949, which will be 
presented at the annual general meeting at 
the head office on Wednesday, February 15th. 
The following is a summary of the state- 
ment :— 


During the past year there have been 
several. new appointments amongst the 
administrative officers of the bank. Mr W. T. 
Ford, who was our chief general margger 
from July, 1947, retired on December 31st 
last. Over the long period of forty-six years 
in the bank he never spared himself in the 
performance of his various duties, and we 
are grateful to him for his eminent service. 
He is succeeded by Mr A. D. Chesterfield. 
I have to announce the retirement during the 
past year of two of our joint general 
managers, Mr J. Stewart and Mr H. Cremer. 
The duties attaching to their positions have 
now been somewhat augmented, and the 
number of joint general managers has been 
brought up to four by the appointment of 
Mr H. W. Norris, Mr F. W. Hardstone, 
Mr C. W. Deaves, and Mr L. E. Eldridge. 


THE ACCOUNTS 


Our current, deposit, and other accounts 
show a decrease, as compared with 1948, of 
£30 million, arising in the main from the 
withdrawal, as expected, of a few lodgments 
which had been built up for special use in 
1949. Naturally we have had to face a severe 
fall in the prices of gilt-edged securities. 
I am pleased to be able to assure you that our 
internal funds have been adequate to meet 
the current depreciation of our gilt-edged 
investments. Obviously these funds are not 
inexhaustible, and it is our wish to do all 
we can to rebuild them after the heavy charge 
which the year 1949 has inflicted upon them. 
It seems to me that the political accusation 
that the City deliberately “talks down” 
British credit is absolutely fatuous, consider- 
ing the adverse effects that such fall in credit 
has on the investment position of the banks. 


The year’s working has resulted in a profit 
of £1,460,557, which is an increase on last 
year of some £29,000, and will be disposed 
of as set out in the directors’ report. We 
have thought it wise to enlarge our inner 
funds by a transfer of £600,000 as an 
additional appropriation to reserves for 
contingencies. 


Our affiliated institution in Ireland, the 
Ulster Bank, continues to make consistent 
progress. The profits show an increase on 
the previous year. Our Continental sub- 
sidiary, Westminster Foreign Bank, had on 
the whole a satisfactory year. 


DISAPPOINTING SETBACKS 


The severe setbacks the country experi- 
enced in 1949 in the economic field were the 
more disappointing because of the moderate 
optimism that seemed to be justified at the 
beginning of the year. At the turn of the 
year the gold and dollar deficit had been 
brought within the amount of American aid 
currently received; and this was encour- 
aging as appearing to ensure that at least we 
should not have to draw further on our 
reserves. 


It was not until the second quarter of the 
year that there were unmistakable signs of 
impending difficulties. At the end of June 
the dollar reserve was found to have fallen 
sharply. In the second quarter United 


Kingdom exports had fallen and imports had 
risen, particularly in trade with the Western 
Hemisphere. No less important for the state 
of the reserve, the same deterioration had 
eccurred in the sterling area generally. By 
September, when the loss of reserves became 
intolerable, it was too late for remedial action, 
and devaluation of the pound became inevit- 
able as the only means of safeguarding what 
reserves remained. 


Devaluation was a leap in the dark which 
the circumstances we had allowed to develop 
forced us to take. It raises the cost of 
living by increasing the prices of many essen- 
tial imports. At the same time it permits 
reductions in the selling prices of our ex- 
ports in terms of dollars; but we cannot 
say yet whether total dollar receipts will be 
greater than before. 


INFLATION DANGER 


The troubles which could be cured by our 
own policies, and which must receive urgent 
attention if we are to avoid further calamities, 
can be reduced ultimately to two; inflation 
and unrequited exports. 


For my present purpose, it is sufficient te 
use the term “inflation” as meaning the 
overstraining of resources by the release of 
too much purchasing’ power. It is clear 
that the only practicable means of curtailing 
purchasing power is a cut in Government 
expenditure. The measures adopted by the 
Government may be expected to go some 
way towards checking inflation, but unless 
home demand is reduced by means of much 
larger economies the inducement to divert 
goods to hard-currency markets will be 
inadequate. 


If manufacturers can find ready markets 
at home—and in the Sterling Area—there 
will be no pressure upon them to turn to the 
more difficult and hazardous markets of the 
Western Hemisphere. In any case there is 
a natural desire to preserve existing, and 
perhaps, long familiar, channels of trade. But 
now that a change is necessary, financial 
pressure is to be preferred to direct control, 
which is not likely to prove effective in 
practice. 


To meet the need for more dollar exports 
by diverting goods from other markets may 
be the only possible course for the present, 
but the problem can be permanently solved 
only by an increase in production. The 
increases which have already occurred, 
encouraging though they are, are still not 
enough to meet the needs of the situation. 


UNREQUITED EXPORTS 


The high level of demand for British 
goods in the Sterling Area is bound up with 
the problem of unrequited exports. Sub- 
stantial quantities of our exports are bring- 
ing in no imports in return but constitute 
exports of new capital and the repayment of 
past indebtedness. The debts we are re- 
paying are the sterling balances accumulated 
by other countries during the war. We 
appreciate the need for capital equipment 
of the creditor countries, and the difficulties 
with which they are at present contending. 
But there is clearly a limit to what we can 
afford to pay out with one hand while we 
are obliged to take gratuitous aid or loans 
with the other. 


The state of the gold and dollar reserve 
at the end of 1949 was more satisfactory than 
had been expected, even after allowing for 
temporary influences. A good deal of the 
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increase im reserves was fairly attributable 
to a permanent reduction in our trading 
deficit with the dollar area. We welcome 
the increase in our reserves ; but we should 
be wrong to think that it does more than 
give a foothold while we gather strength for 
the rest of the climb. 


INTERNAL ORGANISATION 


The question arises whether the internal 
organisation of our economy is likely to 
prove equal to the demands now being made 
upon it. In some ways it is developing in 
a manner that threatens to render it singu- 
larly ill-fitted for the task. Never has the 
desire for leisure been stronger than today, 
when the circumstances clearly call for 
harder work by all. But there are excep- 
tions. There have been many welcome re- 
ports during the past year of special efforts 
by groups of workers—often within a single 
firm—-which show clearly what can be done 
when the right spirit prevails. 


On the other hand there have been 
numerous unofficial strikes. Part of the ex- 
planation of unofficial strikes is sheer irre- 
sponsibility in the minority, played upon, no 
doubt, by deliberate mischief-making. If 
the Unions are unable or unwilling to 
discipline their members, and the normal 
reaction of workers to the slightest feeling of 
grievance is to threaten the public with 
discomfort and inconvenience, and some- 
times serious dislocation of trade; and, 
above all, if unofficial strikers think that 
they can exact concessions by such methods 
then the whole system of official negotiation 
in trade disputes will be stultified. 


WELFARE STATE 


Of recent years we have witnessed a 
change from the conception of the State as 
an impartial umpire in economic affairs to 
that of the State as the guarantor of a cer- 
tain standard of material welfare. Much of 
the progress that has accompanied this 
change of ideas has been entirely desirable 
in itself. But the Welfare State has so far 
remained an organisation for distribution ; 
its productive function has not yet received 
much consideration. The time has come 
when, if this latest Utopia is not to go the 
way of earlier models, attention must be 
transferred to the less attractive side. 


What does 1950 hold in store? The 
overriding influence which for too long has 
kept our economic affairs in a state of sus- 
pense has been uncertainty in the political 
sphere. But the date of the General Elec- 
tion has now been announced. When the 
election is over it may be hoped that the 
period of temporary expedients will be at an 
end, and that a determined attack on our 
economic problems will at last be made. 
There is no more reason to-day than there 
has been at any time in the past to doubt 
the ability and willingness of the British 
people to do all that is required of them 
provided they have the measure of the task 
and are given a strong lead. 


CHAIRMAN’S RETIREMENT 


I end on a personal note. . It has been 
my honour and privilege to address West- 
minster Bank shareholders either by word 
of mouth or by the written word for the 
past twenty years. The time has now come 
when it is advisable that younger heads 
should take control of our great institution. 


I am deeply sensible of the kindness and 
courtesy with which shareholders have 
always received the annual account of my 
stewardship. Now on this last occasion I 
testify with a full heart to the unswerving 
help and support I have always received 
from my fellow directors, officers, and staff 
of all ranks who work for our Bank, without 
which support my labours would indeed have 
been in vain. “ Farewell gocs out sighing,” 
but thanks be to all im that it has left happy 
memories. 


THE UNION DISCOUNT 
COMPANY OF LONDON, 
LIMITED 


RECORD FIGURES 


The annual general méeting of this com- 
pany will be held on February 16th at 39, 
Cornhill, E.C. 

The following is an extract from the state- 
ment by the chairman, the Rt. Hon. Lord 
Kennet of the Dene, P.C., G.B.E., D.S.O., 
circulated with the report and accounts for 
1949: 

Our balance sheet figures are substantially 
increased and again attain a new high level. 
The total of the balance sheet is practically 
£280,000,000, an increase of more than 
£30,000,000. Loans and deposits are 
£,30,251,630 more at £271,199,180 ; and bills 
discounted are {47,378,330 more at 
£212,149,148. The large increase in the total 
of our bills discounted and of our balance 
sheet is mostly the result of the tendency 
for public finance to shift from Treasury 
deposit receipts to Treasury bis. Liability 
on commercial bills re-discounted has in- 
creased by £2,520,629 to a new record figure 
of £23,388,349. 

The total of our bond holdings at the date 
of the balance sheet showed at £62,776,257 
a decrease of £15,791,486 in comparison with 
the total at the same date last year. This 
holding of bonds is very largely British Gov- 
ernment securities of the shortest date and on 
an average during the year the relation 
between money rates and the yield on securi- 
ties has allowed a margin of profit to discount 
houses at least as favourable as during the 
preceding year. 

Our profits at £310,828 show an increase 
of £5,558. After paying the suggested final 
dividend of ls. on each £1 unit of stock, the 
carry-forward will show an increase of 
£99,078 at £757,653. 


APEX (TRINIDAD) 
OILFIELDS LIMITED 
INCREASED REVENUE 


The thirtieth annual general meeting of 
Apex (Trinidad) Oiulfields, Limited, was held 
on January 25th in London. 

Mr Malcolm Maclachlan, chairman and 
joint managing director, in submitting the 
accounts for the year ended September 30, 
1949, said the oil revenue amounted to 
£1,203,000, an increase of £320,000, as com- 
pared with the previous year. More than a 
full year’s revenue had fallen into this year 
which had seen the change in the company’s 
selling arrangements, and the result for the 
year should be regarded as exceptional to 
that extent. 

After providing £24,000 for London and 
New York expenditure, etc., and £710,000 
for taxation in Trinidad and the United 
Kingdom, the net profit for the year was 
£469,000. The directors recommended the 
payment of a final dividend of Is., free ot 
income tax, per 5s. unit of stock, making a 
total dividend for the year of ls. 6d., free 
of income tax, per unit of stock. The un- 
appropriated profit to be carried forward 
would amount to £196,000. 

The production for the year amounted to 
2,882,000 barrels of crude oil and 3,368,000 
gallons of casing head gasolene; deliveries 
of approximately these amounts had been 
made to the refineries. 

During the year, 79,176 feet had been 
drilled in continuance of the programme to 
obtain production and to extend the tested 
areas of the property ; 8 wells had been com- 
pleted in the main field and 5 in the South 
Quarry area. The satisfactory development 
in the synclinal zone during recent 
years had resulted in a welcome addi- 
ten to the company’s production, although 
this had not thus far served to maintain 
the over-all production at its former rate. 

The report was adopted. 
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THE BURNLEY BUILDING 
SOCIETY 


SIR JOHN H. GREY’S REVIEW 


The annual meeting of members of the 
Burnley Building Society was held on 
January 25th, at Burnley. Sir John H. Grey 
J.P., the chairman, who presided, said: 
We are now im our centenary year, ou 
society having been established in Novemba; 
1850. We look forward with keen anticip,. 
tion to the completion of a century of hou. 
ing service, with the expectation that in one 
year’s time, when we present our 100th re. 
port, we shall be able to report further 
substantial progress. 

Shareholders’ balances at £16,967,089, 
compare with £14,877,359 at the beginning 
of the year, an increase of £2,029,730. De. 
posit balances total £7,919,924, as compared 
with £7,436,258 at the beginning of the year, 
£483,666 more. 

Taking shares and deposits together, the 
increase in the amount of money invested 
with the society is £2,513,396. 

We repeat again our distribution of 2} per 
cent. to Old Series Shareholders, 2} per cent, 
to New Series Shareholders (Class A) and 
24 per cent. to New Series Sharcholders 
(Class B). 

During the year we made 9,517 advances 
to a total of £6,724,424. Repayments luv: 
been heavier at £4,201,454, making the net 
increase £2,522,970. 

We have now 39,723 mortgage accounts, 
and the average amount owing is /5738. 

Careful watch is kept on all our mortgage 
accounts, with, when necessary, periodical 
review of the older types of property to 
prevent undue depreciation. The steadfast 
pursuance of this policy has contributed 
our freedom from serious arrears problems. 

Building by local authorities of subsidised 
houses is to continue with ever increasiaz 
cost to the community. Including the pre- 
fabricated bungalows, the cost of which is 
being written off over no more than ten 
years, the total subsidy has reached more 
than £60 millions a year. At a ume like 
the present, when the most vital need is for 
reduction in public expenditure, it is diff- 
cult to find justification for this outlay, 
especially when much of it goes to tenants 
who could well afford to pay an economic: 
rent, or buy their own houses. 

Our profit and loss account shows gr05s 
income of £970,455. Expenditure includes 
management expenses. etc., £157,005. De- 
positors receive interest of £110,118, leaving 
£425,071 for disposal, increased by £98,115 
brought forward from 1948. Shareholders 
received £373,956, representing 88 per cet! 
of the society’s net earnings. After writic: 
off suitable amcunts in respect of premise 
and equipment, writing down. investments, 
and increasing the investments reserve © 
£30,000, we find ourselves in a position iv 
transfer the sum of £40,000 to general ‘- 
serve, and to catry forward a balance 6 
£98,368. Total assets are now £26,450,759, 
an increase of £2,612,994 over last year. 

It is particularly gratifying to note th 
we have been able to increase the generil 
reserve to £1,000,000, and that we hive 
had no occasion to call on the general coe- 
tingencies reserve, which stands at £100,009. 
Adding the postwar credit—income tax ( 
serve £56,640, the investment reserve % 
£30,000, and the balance of unappropriatc! 
profit £98,368, our total reserves now rea 
a figure of £1,285.008. 

When we consider that all doubtful ded’ 
have been provided for; that mortgaged pc- 
perties damaged by enemy action have neal 
all been restored, or the relative mor{gis® 
repaid by means of a value payment; that we 
have had no deficiencies on realisation dur 
ing the year, nor have we any propertics | 
possession, or receiverships, shareholders wl 
readily appreciate that he society’s reserves 


assume a very real significance. 
The report and accounts were adopted. 
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THE STEEL COMPANY 
OF WALES 


SATISFACTORY FINANCIAL RESULTS 


GOOD PROGRESS OF DEVELOPMENT 
SCHEME 


MR E. H. LEVER’S STATEMENT 


The annual general meeting of The Steel 
Company of Wales, Limited, will be held on 
February 9th at Port Talbot. 


The following is the statement by the 
chairman, Mr E. H. Lever, which has been 
urculated with the report and accounts for 
the year ended October 1, 1949;:— 


The accounts which are now presented 
show the result of the second year of the 
company’s trading and a further year’s ex- 
penditure on the development scheme. 

The trading profit of the company and its 
subsidiaries, which amounted to £2,113,865, 
was £625,587 better than that for the 
previous year. The profit again included an 


amount arising from appreciation of stock 


values due to national price increases of steel 
products during the year ; this amount was 
£250,000, against £200,000 in the previous 
vear. It is important to remember that if, 
and when, any downward trend in prices 
takes place there will be a corresponding 
reduction in profit. 


The company during the year steadily 
increased its rate of production, and this 
together with the maintenance of a high level 
of efficiency, has been a major contributory 
cause of the satisfactory financial results 
achieved. The profit this year, however, has 
also been advantageously affected by a 
factor which is likely to prove temporary in 
character—namely, the higher prices realised 
on products sold abroad. As world competi- 
tion for export business increases this source 
of extra profit will not necessarily be main- 
tained, and is, indeed, likely to be materially 
reduced. 


DEPRECIATION AND TAXATION 


Provision has been made for depreciation 
on the operating works and such small parts 
of the development scheme as have been 
brought into production. It has been de- 
cided to amalgamate with depreciation the 
provision made for furnace renewals so as to 
show together the whole provision which is 
made for replacement of fixed assets. 


The charge for interest on the moneys 
borrowed to finance the development scheme 
continues to imerease and amounted to 
£486,534 for the year under review. The 
whole of this sum has been charged against 
the profit for the year. 


It is still unnecessary to make any specific 
provision for taxation, as it is computed that 
by reason of initial allowances on new capital 
expenditure there is no liability for taxation 
on the profits to date. 


_ It is considered advisable to carry forward 
in the profit and loss account the balance 
of profit available after paying the restricted 
dividend of 4 per cent. for the year, and the 
balance so carried forward now amounts to 
£994,055, 

It will be noted that the balance-sheet 
figure for preliminary expenses is £18,212 
less than the previous year. This is due to 
the refund of part of the stamp duty paid 
on the formation of the company. 


NEW DEVELOPMENTS 


The accounts show that at October 1, 
1949, the expenditure put in hand by the 
toard on the company’s development scheme 
‘mounted to approximatel fp and 
that up to that date (23.82 5167 of this had 

n expended. The rate of engineering 
Progress continues to be satisfactory. 


Your ditectors have constantly under 
review the effect of rising prices on the 
estimated final cost of the development 
scheme. As was reported last year, the 
original estimate will inevitably be exceeded, 
and the problems arising from this are en- 
gaging your directors’ attention. 


FINANCE 


As your board has consistently adopted 
the policy of buying forward dollars to cover 
the commitments of the company in the 
United States for the development scheme, 
the devaluation of sterling has not increased 
the cost of the American plant, the necessary 
dollars having already been acquired at the 
pre-devaluation rate of exchange. 


The large reduction in the cash at bankers 
reflects the operation of our loan arrange- 
ments with the Finance Corporation for In- 
dustry, Limited, under which the company 
borrows money monthly as the developments 
proceed, whereas last year the bankers held 
a considerable balance of the proceeds of the 
3 per cent. debenture issue. 


PERSONAL 


The grateful thanks of the directors are 
again due to all the executives, the staff and 
the workpeople. It has been a difficult year 
Im many respects, and without the enthusiasm 
and skill of the company’s employees we 
should not have been able to present so 
satisfactory an account of our stewardship. 





KALIDJEROEK RUBBER 
COMPANY, LIMITED 


RECORD REVENUE RECEIPTS 
MR THOMAS TAYLOR’S REVIEW 


The thirty-ninth annual genera! meeting of 
Kalidjeroek Rubber Company, Limited, was 
held on January 20th in London. Mr 
Thomas Taylor (chairman of the company) 
presided. 


The chairman informed the meeting that 
the Java fiscal profits referred to in his annual 
review had been remitted, the amount re- 
ceived being £18,560, and consequently the 
proposed dividends would not have to be 
paid out of the assets in London shown in 
the balance sheet that had been circulated to 
stockholders. 


The following is an extract from the chair- 
man’s review circulated with the report and 
accounts : — 


The profit and loss account shows that 
the revenue from last year’s crops amounted 
to the satisfactory total of £74,753. That is 
a record for this company. It will have been 
noted that the total revenue is the aggregate 
of the net proceeds of four crops—rubber, 
coffee, cinchona and tobacco. The first three 
are permanent cultivations in which this 
company has been engaged for many years— 
indeed, both rubber and coffee have been 
produced on Kalidjeroek Estate since the 
company was formed in 1910. Tobacco is 2 
temporary crop, and is being grown on part 
of the estate where rubber was cut out by 
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the Japanese ; it is being cultivated for several 
reascns—for example, (1) to keep the land 
from reverting to lallang, and (2) to benefit 
from a temporary shortage of native-grown 
tobacco in Java. 


PROFITABLE RESULTS FROM ALL CROPS 


Results from all four crops were profitable, 
but it will be seen that coffee produced the 
largest amount of revenue and incidentally 
the largest amount of profit. Coffee prices 
everywhere are at record high levels, and in 
Java, where at least half the coffee-producing 
estates are still not restored to their owners, 
there is a shortage of coffee, and prices there 
also are at record high levels. The profit 
from the company’s two estates on last year’s 
working was £26,543, from which no less 
than {£20,734 has to be deducted as reserves 
for taxation in Java and in this country. This 
leaves only £5,809, of which your directors 
recommend that £5,500 be distributed as a 
10 per cent. dividend to the holders of both 
the ordinary and preference stock. 


Such a recommendation implies that no 
part of last year’s profit is being retained as 
a reserve. That indeed is the fact, but it will 
be agreed that it is not a reckless proceeding 
if consideration is given to the lower part of 
the profit and loss account, which shows that 
altogether £16,131 has been received as 
further proceeds of crops found on reoccupa- 
tion of the estates, and as additional proceeds 
of earlier years’ cinchona. The board pre- 
pared members for this in their report sub- 
mitted at the annual general meeting on 
March 25, 1949, in which, after making refer- 
ence to the £11,376 credited in the 1947-48 
accounts, they stated that: 


“Stocks of rubber and coffee traced as 
having been derived from the estates when 
they were out of the company’s possession are 
the subject of claims made by the company’s 
agents in Java, and the board expect that the 
company will be paid further not inconsider- 
able proceeds on this account.” 


Members will not have failed to notice from 
the profit and loss account that the credit 
balance brought in from 1947-48 was £1,732 
and the balance which it is proposed to carry 
forward from the 1948-49 accounts is 
£11,039, an increase of £9,307—this after 
providing for the taxation on these accounts 
and also for the dividend which the directors 
recommend. 


FINANCIAL POSITION SUMMARISED 


Summarising the current liabilities and 
liquid assets in the balance sheet, I would 
point out that the liquid assets exceed the 
current liabilities (including the £7,000 
“Reserve for future taxation”) by £32.656, 
an improvement of £8,500 on last year. 


With regard to the dividends of 10 per 
cent. which the directors recommend, these 
will require, after deduction of tax at 9s. in 
the £, a sum of £5,500. This will temporarily 
be paid out of our London assets, but in 
due course we expect to receive from Java 
a remittance of rather more than /18,000, 
which is the amount of our so-called “ fiscal ” 
profit in Java. 


The report was adopted. 


Quotas and exchange controls often hinder 
firms from taking full advantage of sterling 


devaluation. Information on government 


Exchange 


policies and regulations affecting payments 


can be provided by : 


evaluation The Economist Intelligence Unit, 
22 Ryper Srreet, Lonpon, S.W.1. 
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Investment Statistics 


Company Notes 


Newcastle Breweries.—After charging 
£101,446 (£4,295) for deferred repairs, con- 
solidated profit declined from £555,361 to 
£432,102 in the year to October 31, 1949. 
Net group prefit was £207,313 (£255,639). 
Net current assets at the year-end were 
£1,020,290 (£1,003,990). 


British Lead Mills.—Consolidated trading 
profit increased from £140,904 to £175,307, 
and net profit from £61,417 to £63,533 in 
the year to October 31, 1949. The dividend 
of 324 per cent for the year is repeated. Net 
current assets at October 31, 1949, were 
£219,823 (£174,484). 


Midland iron and Hardware (Cradley 
Heath)—Profit of the parent company 
amounted to £246,812 (£250,592) in the year 
to July 31, 1949. Group profit, including two 
new subsidiaries, was £282,327. A final 
dividend of 375 per cent is recommended, 
making a total of 624 per cent for the year 
on the capital as increased by the 3 for 1 
capital bonus. This is equivalent to the 
250 per cent paid on the old capital for 
1947-48. 


British Tyre and Rubber.—Consolidated 
net profit for the year to September 30, 1949, 
was {£449.022, The amount available for 
appropriation has declined from £474,646 to 
£334,820 on the year. A total dividend of 
20 per cent for the year is recommended 
same). 


Associated Commercial Vehicles.—Total 
group profit amounted to £2,093,007 (in- 
cluding £74,673 from non-recurring items) 
in the year to September 30, 1949. In 
1947-48 profit was £1,230,905, The dividend 
of 124 per cent, free of tax, is unchanged, 
Net current assets rose from £4,070,256 to 
£6,440,433 at September 30, 1949. 


Broom and Wade.—Balance on consoli- 
dated trading account increased from 
£310,727 to £383,461 in the year to Septem- 

’ ber 30, 1949. The dividend of 224 per cent 
is repeated. Liquid funds were £442,448 


SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 


(£431,135), and net current assets £1,031,857 
(£907,328) at the year end, 


Wingworth Morris.—Group profit in- 
creased from £438,152 to £572,474 in the 
year to September 30, 1949. The dividend 
of 15 per cent is maintained. Stocks have 
risen from £1,029,792 to £1,214,352, and 
net current assets from £1,247,953 to 
£1,426,703 on the year, 


Finiay and Co.—Total profit declined 
from £307,102 to £236,559 in the year to 
September 30, 1949. The dividend of 15 per 
cent for the year is unchanged. 


Colville’s.—Steel output in the week to 
January 21st was 41,000 tons, representing 
an annual rate of more than 2,000,000 tons, 
an all-time record for the group. 


William Timpson. — Consolidated net 
profit increased from £257,304 to £283,071 
for 1949. A dividend of 274 per cent, in- 
cluding 74 per cent already paid, is recom- 
mended for the year. 


Mentmore Manufacturing.—Net profit 
amounted to £166,392 (£170,077) in the year 
ended October 31, 1949. The ordinary divi- 
dend of 50 per cent is the same as for 1947- 
48. 


Capital Issues 


English Eiectric.—Some £30 million was 
Offered for the issue made by Lazard 
Brothers and Company of £3 milhon 4 per 
cent debenture stock at £99 per cent. The 
offer was thus oversubscribed rather more 
than ten times and the general basis of 
acceptance, after giving consideration to 
applications from existing stockholders and 
employees of English Electric, will be about 
74 per cent. No letters of acceptance will 
be anes for less than £100 of the new 
StOCK. 


Maconochie Foods.—Shareholders are to 
be offered one new 5s. ordinary share for 
every two shares held. Details remain to 





be announced. An issue of £250,000 in 4 
per cent first debenture stock, 1960-75, ha; 
been placed privately, 


Boots Pure Drug.—Shareholders are 1, 
be offered one new ordinary share at 35; 
per share for every five ordinary shares held 


Pearson and Foster.—Sharecholders are 
offered one new Is. share at 3s. 3d. for every 
five shares held, 


Steel and Company.—A private issue js 
being made of £500,000 4) per cent firs; 
mortgage debenture stock, 1965-77. Applica- 
tion has been made to the Stock Exchange 
Council for permission to deal in the new 
stock. 


Falcon Mines.—Issued capital is to be 
raised to £453,902 by an offer to share- 
holders of 778,119 5s. shares at 7s. per share 
in the proportion of three new shares for 
every four shares held. 


Newbold and Burton.—Application ha; 
been made for permission to deal on the 
London Stock Exchange in the issued capital 
of £114,200 in 5s. ordinary shares, 


New Issue Prices 





| Issue | Price, 
Tssue Price | = Jan. 25, 
| (a) | ~ 1990 
Agric. Mort. Deb. (£25 paid) ...} 99 lLa—lh pm 
Brutton, Mitchell, Pref......... |} 20/7%*| 20/6--21/0 
Burgess & Ledwood, 10/- ...... | 22/3* | 20/9—21/3 
DG OMNES 5 ew, takes lacs | 22/3* | 21/9—22/5 
Carpet Man-l.oan ({50 paid)....} 105 4—1) pa 
Cassell (Holdings), 5/- ......06 i 9/9* 10/0—10/6 
Collins (Holdings), Ord, ....... 26/6  27/4§—27/1) 
Be Se Eee 2 ieee 21/0 | 22/0—22/6 
Pheer, Pon. os ees SNS ; 4/0 4/44—4/T 
Jamaica, 33%, (£50 paid) ...... ;. 200 | 1—} dis 
Kalgoorlie Elec., (£25 paid) .... 100 }—4pm 
Mid. Bright Steel ......-..008+) 4/0 3/9-4/3 
Pinchin Johnson ......++.--0. 26/0 37/0—37/6 
Radio Rentals, 5/-......++0+-+| 10/0 | 14/314 9 pin 
Storme, Loi See's ivadends Vesaan | 38/6 | 7/0—8/6pm 
Tilley Lamp, Pref. ......... -ee| 20/3 | 20/3—20/9 
Wallis Tin, Pref. 9... .....005. 05] 10/0 | = 6d—1/0p 
{ 
! 
* Placing. 





Notes en the following company 


reports appear in the Supplement : Steel Company of Wales ; Associated Commercial Vehicles ; Broom and Wade ; Illingworth Morris. 



























































































i ; wet ‘ xross 
Prices . ae } ae i} i 
; . \| Price, | Price, | Yield, | Yield, Prices, Last T i ‘ } i Yield, 
Year 1949 Name of Security | Jan. 18, Jan. 25, Jan. 25, | Jan. 25, Year 1649 Dividends | Name of Security + yan tt | jan 35, in 25, 
- ; 1950 | 1950, 1950 | 1950 | ; "3950 |” 1950 | 1d. 
High i High Low (a) ib) ic i 
itis fl [2 kh @& 1S OG 
101% , 100A |War Bonds 2% Aug. 1, 1949-51) 1014 | 101 {0120 4/112 6 | » 9, if i ret 
100% | 99f ||Exch, Bonds 1f% Feb, 15, 1950) 1004 | 100 w. {Ol Of to | o | ® | @ laustralia 54% 19S 00" } m 380 
1024) | 994 ||War Bonds 2)% Mar. 1, 1951-53) 101% | 101 | 017 1)118 8! 03 | 91 (d) (4) | Birmingham 23° 1955.57. | oat | 216 0 
00, | 100 {SHU Shor Ree 45, 1955", 200k | 100% | 1 4 2 l2 4 2 25 6) § @ Anglo-Iranian Oil, {1......|) 6 64 | 4 9 
Exch. Stk. 24% Feb, 15, 1955. . 80/3 | 68/6 | 10 b}] 5 a Assoc. Electrical, Ord, £1...|| 70/- | T0/- |4 5 9 
105% | 98 || War Bonds 2}. Aug. 18, 1954-56) "100fxd, 10ljxd) 1 3 9 | 2 5 111] 82/6 | 69/6 | 22b¢| Tha |Assoc.Port.Cem.,Ord.Stk fi) 74/- | 15/- |6 0 0 
104% | Funding 23% June 15, 1952-57.) 1014 | 10lg | 1 5 §5|'210 47 33/104/18/7}2th 40 ec] 40 c | Austin Mote os a Hl 79 \710 ¥ 
105i | 99 (Nat. Def. 3° July 31, 1954-58-! lop | los} 1 5 4/212 oF i ustin Motor, Ord. Stk. 5/-...!| 17/9 17/9 |7 
hero Fie, de Of} Sl/- | 65/ Ta) 7 6 | Barclays Bank, Ord, ‘B’ £1..|| 66/6xd) 68/-xd 4 2 4 
1064 | 100. [War Loan 3% Oct. 18, 1955-59.) 103 | 103§ | 2 6 1) 213 6tlisi/9 |126/3 | $8 @| 119 dD Bass Ratcliff, Ord. £1..." 130/ 31/3 313 It 
104 | 942 |Sav. Bonds 3% Aug. 15, 1996-65) 97 Ax} 98x | 114 9) 3 1 101/104/4) | 69/- | 12.6] 8 @ (British Oxygen, Ord fil...) ai/- | 91/- | 4 1 
102} | 94; Funding 24% April 15, 1956-61./) 988 | 19 3/212 611 38/9 | 32/- | 5 5| 24 \Courtaulde Ord fli | see | - 14 8 3 
1044] | 92} |Funding 3% April 15, 1959-69... 95 97 116 4,3 4 20/- | 15/9 20 b .s ‘Distillers C Ord een esey- : /- Ws 1450 
1154 | 101f Funding 4% May 1, 1960-90... 105 | 107 | 110 1/3 § Se} 34/- | 27/- | 8 cl & c\lDorman Long Ord fin. | S173 | Si. 1533 
103% | 91} |Sav. Bonds 5% Sept. 1, ieee fe | Mixd 117 4) 3 4 107 77/- | 58/6 | 15 e| 15 c| Dunlop ROE Ord. fon 9 Be ae tas 
nef iott nee i BES Bart toto $3 io Oar tt 6-9-0 49/44 | 40/4 1b} 3 amp. Chem. Ind., Ord. Stk. 1) 40/7 | 41/4) | 46 5 
Sav. Bonds 3°, Aug, 18 1965-75! | ang 22 AT] S 3 1 p25/- | 92/6 | 1340] 188d ||tmperial Tobacco, £1..... 7/3 | 99/4) 6 $10 
205% | $8} Sav. Bonds 3% Aug. 18, 1965-75) 91ixd, MAxd 1 18 10) 3 6 41/3 | 27/3 | 10 ¢| 10 ¢ |Lanes. Cotton, Ord. Sik. fi.) 31/3 | 30/7} | 610 7 
orf’ | 88 \Conv. 4° (after Ape, L196 .] 92°] Sh 12 1 2 3 28, | 3979 | 0 ¢] oc Lever & Unilever, Ord A.) ae} ays 4a 
A - 2810 : 7 ay . } / 52/6 5 > , 4 ae pet 4 
a Ae Greta tense ktene es ae faery ag ars 53/6 | 31/8 | amb! 7 a |Pchin Vinson’ Ord: Stk 40). se | ST | p15 ft 
on) St ima ak sae eel | ae fa kate 54/3 | 41/6 | 46| 8 a|P. & 0; Det, Stk £1 43/6 | 43/6 510 4 
sr? |: Sab; beans home aise Ge | Seb eeetaede Sth | 21, [tthe 177% ¢ |Prudential, ‘A’ £1 ...c.-cec] 30 214 it 
td | 65 'IConsols 21 34% (atterDec.2, y : - : 51/9 | 51/3 | Ibe! idbe IStewarts & Lloyds, Def. f1.|| 52/6 at (415 9 
105% | 89 | Brit. LI. 5% Gd. Ape, 1, 1968-75) |118 5/3 oe 13.6] 12b4 |"Shell” Transpt., Ord. Stk. £1 s1/10had 65/9xd 2 7 Ot 
103{ | 88$ | \Brit. El. 3%, Gd. Mar. 15, 1974-77) 118 10/3 87/- | 69/- 313 Tid) (tube Tnvat., Ord. Stl. fs st | 4 at 
102 % 8 |Brit. Tpt. 3% Gd. July1, 1978-88 12 0 13 45/- | 38/1) 5 urner & Newall, Ord. S 1) 14/- 78/ 1 
103g | 89} ||Brit. Tpt. 3%, Gd. Apr. 1, 1968-73) el 3 @} 27% | Woolworth (F. W.), Ord. 5/-/} 42/9 | @3/- | 4 
10lj | 822 _\Brit. Gas Gd. 3% May 1, 1990-95 | 12.0 71310 2§————————___1L_.__ — 
edemption yields are wor ted st ; 
repaid at latest date. Such yields are marked ‘7. thais rule these is aoe eubeption @ Interim. (6) Final. (c) Whole year. (d) Int. paid half-yearly. (+) Assumed 
{Funding 4 per cent) on which the yield is takem to earliest date and marked ‘e. | ‘ividend 184% after capital boaus. 0) To latest redemption date. Free of tat 
(nm) Net yields are calculated after allowing for tax at %& in {. (jf) Flat yield. (m) Final dividend on increased 


*® Assumed average life 14 years 4 months. 





after capital bonus. 


capital, Yield basis 35%.  (n) Yield basis 261% 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended January 21, 1950, total 
ordinary revenue was {168,243,000, against 
rdinary expenditure of £76,941,000 and issues 
to sinking funds of £120,000. Thus, including 
sinking fund allocations of £13,500,000 the 
surplus acerued since April Ist is £272,585,000 
ompared with £527,483,000 for the corres- 
ponding period a year ago. 

ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 





























Exchequer 
(£ thousand) 
Esti- | April | April 
Revenue 1 | 1 | Week| Week 
| to jJended | ended 
Jan. | Jan. | Jan. | Jan. 
22, ’ 22, 5 
1949 | 1950 {| 1949 | 1950 
RDINARY i | 
REVENUE | ' 
Income Tax...... |1490000) 819,713, 858,487] 93,500) 
Sur-ta® ab. See. 105,000} 53,350) 68,600) 4,900) 5, 
Estate, ete., Duties | 176,000; 141,050) 154,900) 3,000) 4, 
Se 5450s na 48,500) 45,413) 41,500) 1,000; 1,000 
Profits Tax .... 240,000 156,540) 219,260) 5,500) 5,500 
BLP Geis anaes . 73,705; 32,600 ... 400 
Other Inland Rev.| 1,000 295 270 50, 190 
SpecialContributn. | 25,000) 50,150; 17,900 8,400 200 





fotal Inland Rev. (2085 00}1340221'139351 16354117171 





Customs. sf v0 esa | $29,650) 672,171 659,642) 14,477| 16,782 
Gaeiee cis gxeas ce | 663,600) 572,700 543,600) 8,700' 6,000 


1244871 1203242 23,177 22,782 
250 





Jotal Customs &} 
Excis€ 6.6044. 1 
|——- 43,048 45,209 11,408) 12,069 



































Motor Duties. .... | 54,000) 95,587 77,38 59 9,895 
Surplus War Stores} 44,000 \ 
urplus Receipts | 
from Trading..| 18,000] 24,564 47,541) ... 550 
0. (Net Receipts)| — ... ons eee “ see 
Nireless Licences.| 12,000) 7,755 8,190 ; 
rownLands.....{} 1,000 660) 540 
feceipts from} | 
Sundry Loans. .| 20,000] 14,103, 16,616 543, 3,281 


67,394 3,513 2,495 


liscell. Receipts. . | 50,000) 118,971, 
me wae 
otal Ord. Rev... \377775Q2889781 2859639155054 168243 





See 





SeLF-BALANCING | | 

ust Office... ....] 159,630] 120,200; 127,600 2,900: 3,500 
meome Tax on} 

EP.T. Refunds} 5,700 





7,040, 9,937 124-229 


017021,2997 170158078 171972 








Issues out of the Exchequer 
to meet payments 
(¢ thousand) 


April | April Pt 
1 1 Week | Week 
to fended | ended 





Jan. | Jan. | Jan. 
21, 22, 21 
1949 | 1950 












1949 | 1950 
ORDINARY | 
EXPENDITURE | 
t. & Man. of} 
Nat. Debt... .. | 485,000 
tp N.| 










362,042) 357,439 


1,731) 6,514 
20,416 27,412 
' 








j 








6,874, | 127 

1,731) 6,641 

pply Services . 67,850) 70,300 
tal Ord. Expd.. 69,581) 76,941 
pking Funds 110,—ss«120 





2 362298 258704 69,691) 77,061 


fer decreasing Exchequer balances by £85,303 to 
: 702, the other operations for the week decreased 
gr0ss National Debt y £56,205,649 to £25,430 million. 


NET RECEIPTS (£ thousand) 
Ni 
NET ISSUES (¢ thousand) 





\ Office and Telegraph Act, 1948.............. 575 
Y. Redan, itu gc ge iii eld aes bate 278 
| Authorities Loans Act, 1945, s. 3(1)........ 1,100 
on (Centralized Buying) Act, 1947, s. 21(1).... 3,000 

a Development Act: Colonial 

CE es Z0Uh es PER wicki > KedeNs Chiabe 
paneous Financial Provisions :— 
Wi. Dainage: Board of Trade ............. 1,000 
ar Damage Commission ................- 3,000 
Civil Contingencies Fund .................- 25,000 
ce Acts, 1946 and 1947, Post-war Credits. . . 307 
35,060 


CHANGES IN DEBT (£ thousand) 


RecEIPTS PayMENTS 
Treasury Bills .... 62,142 Nat. Savings Certs 50 
Other Debt :-— 24% Def. Bonds... il 

Internal ....... 9,419 3% Def. Bonds. ... 437 
External ...... 871 Tax Reserve Certs. 30,410 

Ways & Means Ad- Treasury Deposit 
VOMCES 656. es 19,770 Receipts ....... 117,500 
92,202 148,408 





FLOATING DEBT 


(4 million) 








Ways and 


on. Tota 
Date a oe Pa Float- 
™ | Bank ing 
Public | of Debt 
Depts. | Eng 


land 






2210-0 | 2288: 





































2 ; 6120-5 
Oct. 29] 2830-0} 2164-3 0-3 6157-2 
Nov 5] 2870-0) 2122-9 Se 6127-6 
. 12} 2900-0) 2091-8 1+8 6117°2 
” 19} 2920-0 | 2079-8} 387 8-0 6148-5 
26 | 2950-0 | 2049-8 17 6159°7 
j 
Dec. 3] 2960-0) 2023-7] 423-6 | 6+ 5] 6199-3 
. YO} 2970-0! 1985-6] 430-5 | 2-5 6191-6 
17] 2970-0 | 2005-9 . 1-5 6226°4 
24] 2980-0} 1952-1 . - 6186-9 
, Sl) 4983-0 6146-9 
1950 
Jan. 71 2990-u!| 1949-5 6091-0 
2990-0 | 1901-6 


2990 0 | 1963-8 






TREASURY BILLS 


(¢ million) 


















: 3 er 
Amoun * foe Cent 
een +—————| ‘Allo: |Alotted 
men’ : 
oy Min. 
m Rate 
















170-0 7 | l7v ty 4-87 60 
230-0 | 294-5 | 230-0] 10 5-64 69 
230-0 | 296-5 | 230-0] 10 5-62 | 68 
i 
230-0 | 507-0 | 230-u iW 3°48 63 
fs 230-0 | 284-5 | 230-0] 10 5-82 14 
Yi 230-0 | 294-3 | 230-0] 10 5-66 69 
25 | 230-0 | 260-0 | 230-0} lO 4-9] 61 
Dec. Zz | 230-0 | 312-5 | 230-u WW 4-05 60 
. 9 | 230-0 321-9 | 230-0] 10 4-01 58 
” 46 | 230-0 | 282-7 | 230-0} 10 4+52 5 
~» 23 | 230-0 | 292-4 | 230-0] 10 4-16 69 
"30 | 230-0 | 253-9 | 230-0] 10 5-09 89 
1950 
Jan. 6 } 230-0 | 251-9 | 230-0} 10 4-95 88 
, 13 | 230-0 | 266-1 | 230-0] 10 5-83 43 
20 | 220-0 | 271-4 | 2200! 10 5 74 20 


Cn January 20th applications for bills to be paid on 
Monday were accepted as to about 20 per cent of the 
amount applied for at £99 17s. 5d.. and applications 
at higher prices were accepted im full. Applications for 
payment on Tuesday, Wednesday, Thursday, Friday 
and Saturday were accepted at £99 17s. 5d. and above in 
full. Treasury Bills to a maximum of £220 million are 
being offered for January 27th. For the week ended 
January 28th the banks will not be asked for Treasury 
deposits. 


NATIONAL SAVINGS 
otal, 














: Week Ended Apr. 1 to 
jan. 15, | Jan. 14, | Jan. 14, 
1949 1950 1950 
avings Certificates :— ' 
PMTIOUR So v5 ck PKR aes 2,300 | 1,900 81,200 
Repayments .........+-- 1,500 2,250 99,400 
Wet Gavites .....i...6. Dr 18,200 
Defence Bonds :—~ 
Metin 6 soe eek 20,740 
Repayments .......0..+: 1,646 | 31,582 
Net: Hevings 6iiscss > sae 596 Dr 444 \Drl0,842 
P.O. and Trustee Savings ———aeemee| 
Banks :— i 
PONCE. 6s ives ace v0 b0 16,617 | 16,881 | 500,261 
Repayments .........+++ 9,497 | 11,664 | 542,887 
Net Savings ..........-. 7,120 | 4,917 |Dr42,626 


Total Net Savings......... 7,324 | 4,123 
Interest on certificates repaid 270 | 477 20,041 
Interest accrued on savings 

remaining invested ...... 2,351 | 2,367 | 99,473 





BANK OF ENGLAND 
RETURNS 


JANUARY 25, 1950 
ISSUE DEPARTMENT 





£ 
Notes Issued:- ‘ Govt. Debt... 11,015,100 
InCirculation 1247,697,366 Other Govt. 
In Bankg. De- Securities ... 1288,262,477 
partment ..  §2,659,457 | Other Secs.... 708,067 
| Coin (other 
than gold)... 14,356 
i Amt. of Fid.——---——— 
Issues ...... 1300,000,000 
| Gold Coin and 
| Bullion (at 
248s. Od. per 
oz. fine)..... 356,823 
1300,356,823 | 1300,356,823 
BANKING DEPARTMENT 
£ £ 
Capital ...... 14,553,000 Govt. Secs.... 453,658,941 
De Sci 3,728,812 Other Secs.:- 38,470,108 
Public Deps.:- 129,894,359 | Discounts and 
Public Accts.* 12,471,207 | Advances... 14,714,866 
H.M. Treas. Securities.... 23,755,242 
Special Acct. 117,423,152 | 
Other Deps.:- 401,887,984 
Bankers..... 291,667,861 | Notes........ 52,659,457 
Other Accts... 110,290,123 |Coin......... 5,275,649 
550,064,155 550,064,155 
* Including Exchequer, Savings Banks, Commissioners 
of National Debt a Dividend Accounts. 
COMPARATIVE ANALYSIS 
if million) 









ssue Dept, -— 
Notes in circulation... .. 1280- 5,1260-4.1247-7 
Notes in banking depart- 
CE 65-5 Cenc vey n ts 19-9, 40-0 52-7 
Government debt and 
securities® .. 0.2... 1299-2, 1299-3.1299-3 
Other securities......... 0-7 0-6 0-7 
ee oP es 0-4 4 0-4 


0- 
Valued at s. per fine oz... 248/0 248/0 248/0 
Banking Dept. :-— 


Deposits :— 


ublic Accounts ........ 16-7) 15-4 12-5 
Treasury Special Account 108-2 117-4 117-4 
Bankers ...... ebWeee oes 298-7) 291-7 291-7 
Others....... dasebndeca 112-2) 111-3: 110-2 

: SOM ivics xs seceeeve 535-7) 535-9 531-8 
Securities :-— 
Government...cccossss: 482-5 466-6 453-7 
Discounts, etc... cceess-- 23-2) 19-2) 14-7 
COS aes eeenerres 23-1, 22-8 23-8 
Ss 5 enna ocbednes 528-8) 508-7) 492-2 
Banking dept. res..... pads 25-2) 45-4 57-9 
% % % 
* Propertion” . s+ .asis ca 4-7, 11-9) 10-8 








_* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue lowered from £1,350 million to £1,300 
million on January 11, 1950. 


‘THe Economist” INDEX OF WHOLESALE 
PRICES 







Miscellaneous ......+.+++ 
Complete Index........ 
WR 1008 oo i viie sé ox 


GOLD AND SILVER 

The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 

















SILVER 


1950 ee ete Me aa hace 
ew York: Bombay Bombay 
: per tola 


ounce per 100 tola 


d Ss. Rey 

Jan. 19..| 64 | 1 | 119 4 1145 
» 2.. | 7 179 14 | 1144 9 
» 21.. | Markets Closed | 182 0 | 115 0 
«Se: 1 5 
ae 4 0 
i es 6 0 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


‘ in the Colony of Hong Kong) : 
(he Liability ot Megbers % limited tothe extent and,in manner prescribed by Urdiaanec No. © 

















1929 of the Coloay. 
CAPITAL ISSUED AND FULLY PAID UP $29,000,000 
RESERVE FUNDS STERLING “ae : £6,000,000 
RESERVE LIABILITY OF MEMBERS $20,000,000 


Head Office: HONG KONG : 

Ubairman and Uhiel Manager ;:. Howovaaste Ste Antrace Mosaz, 0.5.0 
London Office : 9, urch Street, E,C.3. 
Londen Managers 5S. A, Garay, A. M. Dewcasx Watvace. 






ks 
BURMA UHINA (Con. INDO-CHINA MALAYA (Con, NORTH 
Raagoop Swatow Haiphonr Kuala BORNEO (Con. 
Tientsin Saigon Lampo Sandakao 
Tsingtao jAPAN Malacca Tawan z 
CEYLON Kobe Muar PHILIPPINES 
Ootamb. EUROPE Tokyo Penang Loito 
Hamburg Yokoharm Singapore Manil» 
Lyone ‘AVA Singapore SIAM 
CHIEN A Djakarts (Orchard Road) Bangkok 
Canton HONG KON» (late Batavia Sungei Patan: UNITED 
*Chatoo Hong Kong Sourabaya Telak Anson KINGDOM 
*Dairea Kowiooa MALAYA NORTH Louder 
Hankow Mongkob Cameron BORNEO 
*Hart Highland Branel Towr US.A. 
*Moutdeo INDIA ipoh Jesselton New York 
Peking Bombay Johore Bahru Kuala Belait Sap Franeisco 











Shaughba Catcutha * Branches at present not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive service as Trustees and Executors ia also undertaken by the Banks’ Truster 


Com jes in 
tmpanies in LONDON SINGAPORE 





HONG KONG 





REFUGE ASSURANCE COMPANY, LTD. 


Chiet. Office: OXFORD STREET, MANCHESTER, 
et cmD ee ciorooe.eo 
CLAIMS PAID EXCEED €198,000,000 

(1948 Accounts) 


_—— “re 

















LANCASHIRE COUNTY COUNCIL 
PLANNING ASSISTANT (RESEARCH) 


Planning Assistant (Research) required in the County Offices, 
Preston. Commencing salary according to experience and qualifica- 
tions, rising to a maximum of £525 p.a. 

Candidates should be University Honours graduates in Economics, 
Sociology, or related subjects. 

Duties include the preparation of comprehensiv= rural, industrial 
and economic surveys. Candidates should have a genuine interest in 
the problems of the countryside and/or a sound knowledge of the 
problems of industrial location. 

Appointment is subject to National Joint Council Scheme of Con- 
ditions and to Local Government Superannuation Act, 1937. 

Applications, giving names and qualifications of two referees, to be 
forwarded to the County Planning Officer, County Offices, Preston, by 
February 11, 1950. 
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rFVUE Civil Service Commissioners invite applications for permanent 

appointments as Assistant. Experimental Officer to be filled by 
competitive interview in 1950. Interviews will be held shortly after 
the receipt of the completed application form and successful candi- 
dates may expect early appointments. 

The posts are in various Government Departments and cover a 

wide variety of scientific (including engineering) qualifications. 
Places of work are spread throughout Great Britain. 
' Candidates must be at least. 174 years and under 26 years of age 
on August 1, 1949; time spent on a regular engagement in H.M, 
Forces may be deducted from actual age. Candidates must have 
obtained the Higher School Certificate with mathematics or a science 
subject as a principal subject, or an equivalent qualification. Higher 
qualifications will be regarded as an advantage to candidates over 
the age of 20. 

The inclusive London salary scale (men) is £230-£490. Salaries for 
women and for posts in the provinces are somewhat lower. Super- 
annuation provision is made under the Superannuation Act. 

Further particulars and forms of aapeastee. from the Secretary, 
Civil Service Commission, Scientific Branch, 7th Floor, Trinidad 
House, Old Burlington Street, London, W.1, quoting No. 2522. Com- 
pleted application forms should be returned as soon as possible and 
must in any case be received not later than March 31, 1950. 


fq\HE Civil Service Commissioners invite applications for appoint- 

ments as Senior Scientifie Officer and Scientific Officer to be filled 
by competitive interview during 1950. Interviews will begin in 
January and will continue throughout the year, but a closing date 
for the receipt of applications earlier than December, 1950, may 
eventually be announced. Successful candidates may be appointed 
immediately. The posts are in various Government Departments and 
cover a wide range of scientific research and development in most 
of the major fields of fundamental and applied science. Candidates 
must have obtained a university degree in a scientific subject 
(including engineering) or in mathematics with first or second class 
honours, or an equivalent qualification, or possess high professional 
attainments. Candidates for Senior Scientific Officer melas must in 
addition have had at least three years’ post-graduate or other 
approved experience. Candidates for Scientific Officer posts taking 
their degrees in 1950 may be admitted to compete before the result 
of their degree examination is known. 

Age Limits: For Senior Scientific Officers, at least 26 and under 
31 on August 1, 1950; for Scientific Officers, at least 21 and under 
28 (or under 31 for established civil servants of the Experimental 
Offieer-class) on August 1, 1950. -Salary Scales for men in London: 
Senior Seientific Officers, £700 x £25—£900; Scientifie Officers £400 
x £25—£650. Rates for women are somewhat lower. 

Further particulars from the Secretary. Civil Service Commission 
(Scientific Branch), 7th Floor, Trinidad House, Old Burlington 
Street, London, W 1, quoting No. 2887, 








\” OUNG Univ. graduate, good linguist, experienced imp.-exp. trade, 
seeks change from present eg to one demanding initiative, 
responsibility and hard work.—Box 315. 


ECONOMIST 1947 and 1948 complete. What offers?—Box 327. 


Printed in Great Britain by St. CLEMENTS Press, Lro., Portugal 
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THE ECONOMIST, January 2s, 1959 


HOUBLON-NORMAN FUND 


‘The Trustees of the Houblon-Norman Fund invite applications fo, 
fellowships or Grants in aid of research into the working of finanej,; 
and business lneeeriene B — Britain and elsewhere and th, 
economic conditions affecting em. ; 

Apart from exceptional cases, awards will be confined to Britiy). 
born subjects normally resident in the United Kingdom and wi) 
take effect from October 1, 1950. Fellowships will be awarded fo; 
one year, renewable for a second-year: and the amount of all awards 
will depend upon the circumstances of the candidate and the likel, 

ses of his work. 

TE cplicstions ‘should be made not later than March 3ist, and form; 
of application may be mn. SE eR eae | the Fund 
” s), /o e n 0 ss . 3B. a 
(H, C. B. Mynors), ¢ H. e B. MYNORS, Secretary, 





January, 1950. 


CENTRAL OFFICE OF INFORMATION 


ications are invited for a post of Temporary Senior Informatio, 
cine. Reference Division, whose duties will be to take responsibility 
for the preparation of reference material and factual memoranda on 4 
wide range of United Kingdom economic, financial and trad: subjects 
and relationships overseas. Candidates must be qualified economists 
preferably holding a University degree, with ex rience of the prac- 
tical handling of the relevant information an statistical source: 
and with an appreciation of the needs of information services 
Salary: Men, £850-£1,000, Women, £725-£830 per annum 
Written applications, giving date of birth, full details of qualjfirs- 
tions and experience, including dates, should be addressed 10 London 
Appointments Officer, Ministry of Labour and National Service, 
1-6. Tavistock Square, London, W.C.1, quoting reference number 
BJ. 158. Original testimonials must : forwarded. Only 
candidates selected for interview will be advised. 











SUITABLE FOR COMMERCIAL USER 
MAGNIFICENT VIEWS. EXCELLENT VIEWS 
Four Miles Haslemere 


OUNTRY RESIDENCE with suite of reception, 2 

Be i ebite, 3 baths, etc.; central heat; electric light; con- 
veniently arranged offices; range of garage and oe ; os 
ds, lodge and 3 cottages. To LET se. Agents 
hapten and Sons, Ltd., 6 Arlington Street, St. eer, 





HIS MAJESTY’S COLONIAL SERVICE 


NIGERIA 
The following vacancies exist in the Department of Commerc: 
and Industries, Nigeria. 
(i) SENIOR COMMERCIAL OFFICER who will be required to 
supervise the work of the Trade Branch of the Department. The 
appointment is permanent and pensionable on a Salary scale of 
£1.060—£1,200. Government quarters (normally partly furnished) are 
provided and a deduction from salary is made for rent at the rate of 
£90 a year. Candidates should be under 45, and should possess 4 
degree in Economics or Commerce and have had suitable commercis 
experience. a 
(ii) COMMBRCIAL OFFICER, who will be required to assist the 
Senior Commercial Officer in supervising the work of the Trade 
Branch of the Department. The appointment is permanent and 
pensionable, and will be on a salary seale of £660—£1,2°0 the point 
of entry being determined by war service, qualifications and 
experience. Government quarters (normally partly furnished) ar 
provided and a deduction is made for rent, varying from {60 to‘ 
a year according to salary. Officers should not 





more than 3 
years of age, and should have a university degree in Economics © 
Commerce with commercial experience. a 

Further particulars about the above appointments can be obtaine 
by writing to the Director of Recruitment (Colonia! Service 
Colonial Office, Sanctuary Buildings, Great Smith Street. London 
S.W.1. The conse oe for the receipt of completed applicatios 
forms is February 28, 1950. 


a 


FAR EASTERN ECONOMIC REVIEW, LIMITED, HONGKONG 


WANTED.—A Sub-Editor, with prospect of promotion for # 
established economic and financial Review published in Hong = 
and circulating throughout the world. tisfactory salary 8 
passage provided and terms to be heh ag J Far Eastern 


Economic Review Ltd., c/o W. J. Keswick, Esq., Lombard Street, 
London, E.C.3. 


LD-ESTABLISHED private company of highest standing requir 

a man of proved executive ability to act as General Manager 
company's developing activities in West Africa. Applicants shou! 
Se, have hed previous experience of work in West Afric 
ut absence of such experience will not prevent appointment of 
Suitable candidate. Age 30/45. Salary £2,500 to £4,000 per yet 
dependent on age, experience, etc. Usual appropriate livin 
allowances, leave, conditions, etc.—Write Box , c/o Charles 
Barker & Sons Ltd., 31, Budge Row, London, E.C.4. 








ONOURS Graduate in Eccnomics and Statistics (age. 23). with tht 

years’ experience in Government research departmer 

oks op ostessive post with trade association or large en\erprise 
x . 


CCOUNTANT, C.A. Finalist, aged 29, specialised in shippins 


4i seeks t abroad ‘ork will b 
vowerted «ites 1x. where initiative and hard wor 


— en a ne a on, 


ROGRESSIVE Company of established reputation, manufacturing 
range of food products, uire y qualified statisticia® 
Applicants should not be over 25 years of age and should hiv 
po pe of the application of statistics to research = 
sales promotion work. First class man with a ytical mind am 
able to work well with others will find this an excellent opportum\. 
Pension scheme. group life insurance, staff canteen, Write sv" 
details of age, qualifications and experience to Box 329. 


OTHER NOTICES APPEAR ON PAGE 228 


jon, WiC? P by Tie Economist Newsrarte, 11°. 
S. Farley, 111, Broadway, New York, 6.—Saturday, January 28, 19°0. 
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